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Management accounting is a tool to achieve organizational goals by identifying, assessing, reviewing, interpreting and transmitting information to managers (Hansen and Mowen, 2016). Management accounting concentrates on all accounting standards to notify the managers of the benchmarks of companies. It uses the details on products or services costs purchased by the company. Management accounting is the form of reporting on the activities of companies that enable management to take decisions in the short term and long term. It enables an organization to reach its goals by identifying, measuring, analysing, interpreting and communicating data to managers (Weetman, 2010). Accounts management should provide decision-making details. Moreover, it helps to adjust the variance in the sales with a flexible budget and helps the managers to make the decision regarding the minimisation of the variances. In this report, A flexible budget has been provided to slow the variances in revenue and cost for Amana limited and to provide recommendation in this regard. Further, the decision regarding online selling has been analyses to find out the most suitable way of online selling.
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A monthly control report for Amana Ltd showing the original budget, flexed budget, and variances are given below:
	Particular
	Original Budget (1)
	Flexible Budget (2)
	Volume
Variances (1-2)
	Actual (3)
	Flexible Budget Variance
(2-3)
	Favourable / Unfavourable

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

	Selling Price
	£25
	£25
	
	£20
	
	

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

	Variable Costs:
	
	
	
	
	
	

	Materials
	£250,000
	£200,000
	£50,000
	£280,000
	(£80,000)
	Unfavourable

	Labour
	£400,000
	£320,000
	£80,000
	£440,000
	(£120,000)
	Unfavourable

	Overhead
	£150,000
	£120,000
	£30,000
	£120,000
	£0
	-

	Total Variable Costs
	£800,000
	£640,000
	£160,000
	£840,000
	(£200,000)
	Unfavourable

	Contribution Margin
	£1,700,000
	£1,360,000
	£340,000
	£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
	£340,000
	£455,000
	(£555,000)
	Unfavourable
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Variance analysis can be summarized as performance measures in order to analyse the difference between real and expected amounts (Vaiana, 2021). The summary of all the variations gives an understanding of the overall performance or loss over time. By comparing the actual costs with budget or the standard prices in the industry, firms can assess their favourability for each component (Scheffé, 2010).
There is a difference in the number of sales units and budgeted sales unit of the company in the scenario of Amana Ltd. The disparity between actual results and the predicted number of sales is 20,000. The number of sales in 2020 has declined by 20%. This is because COVID-19 had a significant effect on the tourism industry in 2020. Because of the imposed lockdown, people stayed in the house instead of going outside (Hemmington and Neill, 2021). As a consequence, the number of souvenirs sold to visitors has been decreased.
The price of the commodity has also been decreased in connection with the reduction in the sales unit. In the end, it lowers Amana Ltd.’s turnover. The flexible budget would allow the company to generate £2,000,000 in revenues, while its actual revenue was £1,600,000. The total sales revenues of the company were declined from the initial budget due to both the reduction in the volume and the reduction in the selling price.
As the sales volume has fallen, the material cost is also projected to be lower. However, the material costs for Amana Ltd are far more than the expected costs. The material costs per unit are £2.50 for the original budget. However, the real output reveals that each of the sales units has a material expense of £3.50. The variance is £80,000 compared with Amana Ltd.’s actual performance. This is mostly because supplies were scarce during the pandemic. The labour costs have also produced variance in the organization. The actual labour costs are much higher than the estimated labour costs. The change between the estimated cost of work and the actual cost of work is £120,000, or about 25 per cent of the estimated cost of work. This is mainly due to a shortage of work during the COVID-19 time, since the lockdown was forced to ensure people at home (Prates and Barbosa, 2020).
The outcome of variation wasn't the same for the variable overhead cost. For the quantity sold during the time frames, the estimated variable overhead and the actual overhead variable cost were equal. However, the underlying total cost of the variable is well above the forecast total cost of the variable. The difference in the overhead costs is £200,000, which is nearly 30% higher than the estimated variable overhead costs.
Most notably, the organization's contribution margin has decreased substantially. The variance in the organization's contribution margin is £600,000, which represents nearly 50 per cent of the estimated contribution margin for the sales units. In fact, this margin of contribution to the company is quite unfavourable.
Fixed costs are the costs that do not change the line with manufacturing or sales units changes (Fixed Cost, 2021). In Amana Ltd as well, all fixed costs are expected to be free of change in the time frames. However, the monthly control report clearly shows that many of the fixed cost has indeed been decreased during the time span which is advantageous for the profitability of the firm. The cost of renting a warehouse was reduced by around £30,000. The salary of the full-time warehouse supervisor was also reduced to £15,000. The probable reason for a reduction in the fixed operating costs like the full-time supervisor's salary is the coronavirus lock-down. Because lockdowns have made people work outside instead of at home, the company pays the warehouse supervisor free of any salary. In advance, the overall operating cost was lowered by about £45,000, which is approximately 13 per cent of the overhead cost. However, for the time the cost of insurance appears to be the same. The insurance premium cannot be altered as it is paid annually following a certain sum. For Amana Ltd, thus, there is no difference in insurance expenses.  
The flexible budget also accounts for £1,010,000 of operational revenue. But Amana Ltd actually earns £455,000 in operating revenue. Less than half of its estimated operating income amounts to real operating income. For the business, it is not satisfactory. Although the company manages fixed overhead costs during the lockdown, the variable cost of production for the company has not been regulated. When the costs of the variable have increased by approximately 31%, the fixed overhead has been reduced by just approximately 30%. The surplus in the rise in variable costs eventually decreased the company' operating profits.
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During the lockdown of Covid-19, much of the industry was adversely affected. The tourism and hospitality industries have been hit hardest in all industries since the lockdown is imposed to keep people home (Khurana, 2020). Amana Ltd is a tourism company family and as a result of the effects of Covid 19, its operating revenues were drastically reduced. As the variation in the budget from the real performance is not positive, the CEO of the company should mainly concentrate on minimizing budgetary and performance variances. some suggestions are presented here that the CEO of Amana Ltd may follow to reduce the unfavourable variations:
· Because fewer tourists are willing to visit because of lock-down, the company's sales volume drops. In this instance, the company may charge a higher price for the souvenirs to increase the company's total sales revenue.
· The CEO must train and make working effective to reduce labour costs. As a result, the working hours and the total labour cost will be reduced.
· The material variances are considerably higher than the projected material expense. Thus, the company should search for and turn to a cost-saving alternative source of materials.
· The company should concentrate on reducing the fixed administrative overhead in order to reduce the break-even point.
· Amana Ltd is equipped with a website for marketing purposes. The CEO of the company must create this website to allow people to buy souvenirs online. Shopping online was significantly improved during the lockdown. This will improve the selling of the enterprise by establishing an online store.
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Amana Ltd is a family tourism company based in the UK that sells souvenirs to visitors. In England, there are Brighton, London Bridge, Westminster Bridge, Buckingham Palace, the city centre and Manchester City, and several tourist attractions. They were a successful business for 40 years and were aware that the tourist industry had a competitive nature. In England recently, the Covid 19 pandemic prompted the government to carry out transport and travel monitoring that had a significant impact on the tourism industry (Covid-19: PM announces four-week England lockdown, 2021). Over the past few years, the UK Tourism Sector, with a projected value of £257 billion to 2025, was one of the most rapid growth sectors. This was however prior to the worldwide COVID-19 pandemic. The industry is going to lose £37 billion in the last year alone (Newton, 2021). Some claim that Quarantine action has shortened the impact on non-European travellers by 2020. Last year, the UK economy earned £28 billion of income from tourism, but its revenue has been very low since March. 
As a result, all businesses linked to tourism have experienced major disasters. However, things should go the same route as it is necessary to raise revenues in order to survive on the market. Several firms and associated companies have since taken steps to increase sales. In order to enhance its general profit and survive in the consequences of Covid 19, the online sales plan has been developed by Amana Ltd. The organization has two separate strategies for its online companies. First of all, it would like to sell on its website to make sure it has direct customer service. Amana Ltd, on the other hand, can sell its products through Amazon, the global e-commerce site. The two choices here are justified for finding the best one Amana Ltd. solution. 
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The relevant costs referred only to a specific management decision which would shortly alter as a result of that decision (Bazerman and Moore, 2015). In eliminating unnecessary facts from a particular decision-making procedure, the relevant cost concept is extremely helpful. Management is often discouraged from focusing on facts by eliminating excessive expenses from a decision that might otherwise have a negative impact on decision making. The term only applies to the activities of management responsibilities; it is not included in financial reports because no cost choices are made to prepare financial statements.
For Amana Ltd, it needs to decide the way to the online sale of goods. It has agreed to switch 50% of its sales online. One way is to sell the product of the company by building its own website, another is to sell its product by Amazon. When deciding on online sale, there are some related costs that must be considered.
For the two choices, the related costs include:
	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 full-time IT programmer - £35,000 per annum

	Selling through Amazon

	· Amazon fulfilment fees - £50,000
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A projected statement of profit and loss will contribute to making the decision. The profit and loss statement for both choices includes the followings:
	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



Two options have been presented for online sales in the above estimation. Any business arrangement involving Internet knowledge transmission involves eCommerce. This is a broad description for one reason. For eCommerce, several various platforms can be used. This involves branded websites and applications for smartphones, Amazon and eBay markets, as well as social media platforms such as Facebook Page, Instagram shoppable ads and Pinterest Purchasable Pins. Digital networks are constantly being used in online business. 87% of shopkeepers have been searching for digital channels, which is about 71% higher than the last year (Hwang, Nageswaran and Cho, 2020). Online sales can have various advantages because online sales can minimize costs, with the engagement of more consumers, to a broader market.
Here Amana Ltd is able to sell its goods directly or through Amazon's website. When choosing the best alternative for online selling, Amana Ltd should sell the product directly from their own website. Here, the material prices are otherwise more expensive than in Amazon. However, this organization must examine its online fixed sale costs. This company is unable to sell more for Amazon. This would reduce sales revenues. However, because of the intense rivalry in Amazon, this business can't sell more. At a reasonable price, Amazon is known for offering free shipping and convenience. No harmful returns, rapid check-outs and a wide variety of reviews are also helping Amazon attract a growing number of customers. In consequence, Amana must provide Amazon with fees. In contrast, Amana's operating cost would increase, but it will offer Amana a long-term advantage by improving the personal website. Again, when looking at Amana Ltd.’s net profit from online sales, it is evident that the company would benefit more from its sales through its own website than from Amazon. 
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In brief, the management accounting system provides a deep analysis of the financial situation and details on the flow of resources so that the manager can make an informed decision on the basis of actual facts. It identifies what is necessary, recognizes shortcomings and offers a way of developing long-term corporate strategies. Management accounting is essential to recognize the financial state of the company and the accounts for those in the organization to plan, control, promote, monitor and assess their performance. It concentrates on future decisions in general. Management accounting tools, such as the flexible budget, used here to analyse Amana Ltd.’s performance. Justification has provided about the decision of selling through online media in the context of Amana Ltd. Moreover, The decision to sell an online platform within the framework of Amana Ltd has been justified.
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