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Management accounting is a method for defining, evaluating, updating, analysing, and distributing information to the management in order to accomplish operational objectives (Seal, Rohde, Garrison and Noreen, 2016). Management accounting focuses on all accounting principles in order to inform company executives about industry benchmarks. It makes use of knowledge concerning the company's purchases of goods and services. Management accounting is a method of reporting on a company's operations that helps management to make short and long-term decisions. By defining, evaluating, assessing, translating, and transmitting data to management, helps an organisation to accomplish its objectives (Management Accounting Research, 2011).  Management accounts should provide information on decision-making processes. Furthermore, it aids in the adjustment of revenue variances for a flexible budget and assists managers in making choices about variance minimization. A flexible budget has been presented in this report to help Amana Limited to minimise revenue and expense variances and to make recommendations in this regard. Furthermore, the option to sell online has been investigated to determine the best platform for selling online.
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The following is a monthly control report for Amana Ltd, which includes the original budget, flexed budget, and variances:
	Particular
	Original Budget
(i)
	Flexible Budget 
(ii)
	Volume
Variances (i-ii)
	Actual 
(iii)
	Flexible Budget Variance
(ii-iii)
	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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In order to analyse the gap between actual and projected numbers, variance analysis can be defined as performance metrics (Bragg and Bragg, 2021). The average performance or losses over time can be determined by summarizing all of the variances. Firms may determine their favourability for each part by matching real costs to budget or industry standard values.
In the case of Amana Ltd, there is a gap between the actual number of sales units and the company's projected sales unit. The difference between the real number of sales and the expected number is 20,000. The number of sales is projected to decrease by 20% in 2020. Since COVID-19 had a major impact on the tourism sector in 2020, this is the case. People remained in their homes rather than moving outside due to the imposed lockdown. As a result, there has been a decline in the number of souvenirs offered to tourists.
The price of the product has also been lowered as a result of the diminished distribution unit. Finally, it reduces Amana Ltd.'s turnover. Although the company's real turnover was £1,600,000, the flexible budget would enable it to raise £2,000,000 in revenue. Owing to both a fall in production and a drop in retail price, the company's net sales profits dropped in comparison to the original budget.
The material cost is expected to be smaller as the sales volume decreases. However, Amana Ltd.’s material costs are considerably higher than expected. For the initial budget, the costs of material per unit are £2.50. The actual production, on the other hand, shows that every one of the sales units has a £3.50 material cost. When compared to Amana Ltd.'s real results, the difference is £80,000. This is mostly due to a scarcity of supplies during the disease outbreak. Variation in the company has also been caused by labour rates. The real labour costs are significantly greater than the labour costs that were projected. The difference between the expected and real costs of work is £120,000, or around 25% of the projected cost of work. This is mostly attributed to a labour crisis during COVID-19 when the lockdown was imposed to keep people at home.
For the manufacturing overhead rate, the result of the cost was not the same. The projected variable overhead and real overhead variable expense are the same for the amount sold over the time periods. The actual total cost of the factor, on the other hand, is somewhat higher than the forecast total cost of the variable. The disparity in overhead expenses is £200,000, or about 30% more than the manufacturing overhead costs predicted.
The organization's contribution margin, in particular, has shrunk significantly. The contribution margin volatility for the company is £600,000, which is approximately half of the estimated gross profit for the sales units. In fact, this gross profit to the company is very poor.
Fixed costs are expenses that do not vary in response to shifts in production or sales units. Both fixed costs are required to be free of modification in the time frames at Amana Ltd as well. However, the monthly control report also reveals that much of the operating costs have been reduced over time, which is beneficial to the company's profitability. The expense of renting a warehouse was cut by almost £30,000. The full-time warehouse supervisor's pay was also cut to £15,000. The coronavirus lock-down is most likely to result in a decrease in fixed administrative expenses such as the full-time supervisor's pay. Since lockdowns have forced workers to work at home rather than outside, the warehouse supervisor receives no salary. The net running expense was cut by about £45,000 in time, which is around 13% of the overhead cost. The cost of insurance, after all, appears to be unchanged for the time being. The insurance premium cannot be changed and it is charged annually until a certain amount is reached. As a result, there is no disparity in insurance premiums for Amana Ltd.
An operational turnover of £1,010,000 is also accounted for by the flexible schedule. However, Amana Ltd produces £455,000 in operating income. Actual operating revenue accounts for less than half of its projected operating income. It is unsatisfactory for the company. During the lockdown, the corporation controls fixed operating costs, but the variable cost of output has not been monitored. When the variable costs rose by about 31%, the fixed overhead was decreased by just about 30%. The surplus that emerged from the spike in variable expenses ultimately reduced the company's operating profits.
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Most of the market was endangered as a result of the Covid-19 lockdown. Since the lockdown was enforced to keep people at home, the travel and hospitality sectors seem to be severely affected by all industries (Covid-19: Impact of Lockdown on Tourism & Hospitality Industry, 2021). Amana Ltd is a tourism corporation whose operational sales have been significantly decreased as a result of the impact of Covid 19. Since the discrepancy between the budget and actual results is not favourable, the company's CEO should focus on minimizing budgetary and performance variances. Here are several recommendations for the CEO of Amana Ltd to consider in order to minimize the unfavourable variations:
· Premium price: The company's revenue volume declines as fewer visitors are able to come due to the lock-down. In this situation, the company may plan to increase the price or charge a premium price for the souvenirs in order to raise overall sales revenue.
· Increase labour efficiency: To cut labour costs, the CEO must prepare to make work more productive. As a result, the number of hours worked and the average cost of labour would be decreased.
· An alternative source of material: The material variances are far greater than the expected material cost. As a result, the organization should look for and use a less expensive alternative supply of materials.
· Decrease fixed-overhead cost: In order to minimize the break-even point, the organization should focus on decreasing fixed operating overhead.
· Create online marketplace: Amana Ltd has a website that serves as a marketing tool. This website would be created by the company's CEO in order for customers to purchase souvenirs online. During the lockdown, internet shopping became substantially better. By creating an online marketplace, the businesses’ revenue would increase.

[bookmark: _Toc68553828]An analysis of the decision about selling online 
Amana Ltd is a UK-based family tourism business that offers souvenirs to tourists. Brighton, London Bridge, Westminster Bridge, Buckingham Palace, the city core, and Manchester City are among the visitor destinations in England. They had been in operation for 40 years and were well aware of the dynamic aspect of the tourism industry. The Covid 19 pandemic in England recently caused the government to conduct transportation and travel surveillance, which has a direct effect on the tourism industry (Holiday bookings surge after lockdown exit plans, 2021). With an estimated valuation of £257 billion by 2025, the UK tourism industry has been one of the fastest-growing industries in recent years. However, this came before the global COVID-19 pandemic. This year alone, the industry would lose £37 billion (Collapse of tourism industry because of Covid-19, has caused huge loss to the global GDP, 2021). Some say that by 2020, quarantine activity would have reduced the tour of non-European travellers. Tourism brought in £28 billion to the UK economy last year, but revenue has been very poor since March.
As a result, all tourism-related companies have suffered significant losses. However, things should not move in the same direction because growing revenues is needed to remain afloat on the market. Since then, some corporations and related businesses have taken action to boost revenues. Amana Ltd has created an online distribution strategy in order to increase its overall profit and escape the effects of Covid 19. For its online businesses, the company employs two distinct strategies. First and foremost, it decided to sell on its website so that it can offer direct customer support. Amana Ltd, on the other hand, will sell its goods on Amazon, the world's largest e-commerce platform. The two solutions presented here are assessed in terms of deciding the best Amana Ltd. option. 
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The relevant costs only applied to a particular management action that will affect the company's performance in the near future as a result of that decision (What is relevant cost? Measure business decisions to make more $ | BigCommerce, 2021). The related cost principle is highly useful in extracting irrelevant information from a specific decision-making process. Management is often dissuaded from relying on evidence by excluding additional costs from a choice that would otherwise have a detrimental effect on decision-making (Wouters, 2013). The word only refers to management-related activities; it is not used in financial reporting and no expense decisions are taken when preparing financial statements.
Amana Ltd must determine how to continue with the online selling of products. It also decided to shift 50% of its revenue to the internet. One choice is to market the company's goods on its own website, while another is to distribute them on Amazon. There are some associated costs to consider before settling on an online sale.
The relevant costs associated with the two options are as follows:
	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 statement of profit and loss can be prepared considering both option to view the projected profit. It will help Mr Amana to select the best alternative for the decision regarding selling online. The following includes a statement of profit and loss for both choices:
	Particulars
	Selling directly through own website
	Selling through Amazon

	Sales Volume
	100,000
	65,000

	Selling Price
	£25
	£25

	Total Revenue from sales
	£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 calculation above, two alternatives for online sales have been presented. eCommerce refers to any commercial activity that includes the transfer of information over the Internet. For one instance, this is a general definition. Several different sites can also be used for eCommerce or online sales. Branded mobile portals and apps, Amazon and eBay platforms, and also social media networks like Facebook Pages, Instagram shoppable advertisements, and Pinterest Purchasable Pins are all examples of online shopping platforms (Best Platform to Sell Online in 2020: An In-Depth Analysis, 2021). In the digital marketing industry, digital networks are continuously used. The business has been looking for digital platforms at a rate of 87 per cent, up from 71 per cent last year (M., 2020). Online business has a number of benefits, including lower prices, increased customer participation, and access to a larger market.
Amana Ltd can sell its products either directly or via Amazon's website. Amana Ltd can sell the goods directly through their own websites when determining the best online distribution option. Other than that, the material costs are higher here than on Amazon. This company, on the other hand, has to look at its online fixed selling expenses. This business is unable to increase its Amazon sales. This will result in a drop in earnings. However, owing to Amazon's fierce competition, this firm is unlikely to increase its revenues. Amazon is known for delivering free delivery and comfort at an affordable price. Amazon is now drawing an increasing number of buyers due to no-hassle returns, fast check-outs, and a diverse selection of feedback. As a result, Amana will have to pay Amazon fees. Amana's running expenses, on the other hand, would spike, but that would give the organization a long-term advantage by enhancing the personal website. When examining Amana Ltd.'s net profit from online marketing, it is clear that the business will benefit greatly from its own online sites sales rather than from selling on Amazon. 
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In summary, the management accounting framework offers a detailed overview of the financial situation as well as information on the movement of resources, allowing the manager to make a rational decision based on real data. It outlines what is needed, points out deficiencies, and provides a framework for implementing long-term business strategy. Managerial accounting is important for those in the organization to prepare, manage, support, track, and measure their success by recognizing the financial status of the business and the reports. It focuses on long-term choices in particular. The success of Amana Ltd. was examined using management accounting methods such as with the flexible budget. In the case of Amana Ltd, the rationale has been given for the choice to sell directly via an online website. In addition, Amana Ltd.’s decision to sell through its own online site was justified.
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