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[bookmark: _Toc80568528]1. Introduction
Management accounting improves the identification, analysis, measure, and interpretation of various accounting information to assist managers in making effective decisions (Tappura, 2015). The financial performance and operations get a wholesome framework through management accounting. It manages the daily expenses and procedures to make the appropriate strategies and plans (Drury, 2018). Moreover, management accounting helps to formulate the control reports to understand the performance of the business and analyse various factors to expand the productions. The performance gets a developed structure with original, actual, and flexed budgets where the variances make the proper understanding of the net income outflow (Lepori, 2020). Despite that, management accounting assists in providing the necessary areas to grow the business. This report aims to explain the importance of original, actual, and flexed budgets, key variances, relevant decision-making in cost, improvement in various risks, etc. The report will significantly assist the management of any business in performing competently in the competitive marketplace.  



[bookmark: _Toc80568529]2. Part A 
[bookmark: _Toc80568530]2.1 (i) Preparing the monthly control report
Amana Ltd is a tourist-type business operating in England which is owned entirely by its family member. The tourists get the benefit of the souvenirs from this organisation. The company has been working for more than 40 years in its progressive manner. But the Covid-19 situation damaged the business of Amana Ltd, where the country went to lockdown and restrictions came in traveling that lower the revenue growth as well. For this, as a manager, I will prepare the control report based on the cost break to understand the future output of the business. 
The control report of Amana Ltd with its variances, original budget, and flexed budget is shown below:
The original budget is,
	           Particulars
	       Original Budget
               (£)
	            Total Amount 
                   (£)

	Units
	100,000
	

	Selling Price
	25
	2,500,000

	Variable Costs
	
	

	Materials
	2.50
	250,000

	Labour
	4
	400,000

	Overhead
	1.50
	150,000

	Contribution
	17
	1,700,000

	Fixed Overhead
	
	

	Warehouse rental
	200,000
	200,000

	Insurance 
	100,000
	100,000

	Fulltime warehouse supervisor salary
	50,000
	50,000



Now, the flexed budget from the cost break down of Amana Ltd.’s product is,
	Particulars
	           Flexed Budget 
                 (£)
	           Total Amount 
                   (£)

	Units
	80,000
	

	Selling Price
	25
	2,000,000

	Variable Costs
	
	

	Materials
	2.50
	200,000

	Labour
	4
	320,000

	Overhead
	1.50
	120,000

	Contribution
	17
	1,360,000

	Fixed Overhead
	
	

	Warehouse rental
	200,000
	200,000

	Insurance 
	100,000
	100,000

	Fulltime warehouse supervisor salary
	50,000
	50,000





To find out the control report, it is required to find out the variances (Maas, 2016). The variance means the difference between the flexed budget and actual from the given cost breakdown products (Stavropoulos, 2015). It will show the favorable (F) and unfavorable (UF) variances to recognise the net income condition of the business. It is positive to have a favorable variance as it develops the total net income of the organisation. But If the net income of the company decreases, then it shows an unfavorable variance. That means the variance becomes favorable when the actual income surpasses the budgeted quantity, and it becomes unfavorable when the actual income is lower than the budgeted amount (Nikolaev, 2018). Similarly, the variances of the control report of Amana LTD is shown below with its original and flexed budget:
	Particulars
	 Original Budget
               (£)
	   Flexed Budget 
          (£)
	   Actual
       (£) 
	Variances
     (£)

	Units
	100,000
	80,000
	80,000
	

	Selling Price
	2,500,000
	2,000,000
	1,600,000
	-400,000 UF

	Variable Costs
	
	
	
	

	Materials
	250,000
	200,000
	280,000
	-80,000 UF

	Labour
	400,000
	320,000
	440,000
	-120,000 UF

	Overhead
	150,000
	120,000
	120,000
	No Variance

	Contribution
	1,700,000
	1,360,000
	1,160,000
	- 200,000 UF

	Fixed Overhead
	
	
	
	

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

	Insurance 
	100,000
	100,000
	100,000
	No Variance

	Fulltime warehouse supervisor salary
	50,000
	50,000
	35,000
	15,000 F



From the above control report, the total favorable variance 	= ( 30,000 + 15,000) F
								= 45,000 F
Therefore, this is the monthly control report of Amana Ltd with the help of variances, original budget, and flexed budget. This will help the organisation to understand the performance and evaluate it to improve the productivity in the tourism sector.
[bookmark: _Toc80568531]2.2 (ii) Performance Report of Amana Ltd.’s in 2020
The control report is prepared in ((i) with the help of variances, original budget, and flexed budget. This will assist the business in recognising any loopholes and improve the workflow in the future (Turner, 2017). This report is for the version that needs to improve in some core areas of the cost breakdown of Amana Ltd.’s products in the stem. 
A report is prepared below to understand the performance of the organisation during the Covid-19 condition : 
	Particulars
	   Flexed Budget 
          (£)
	   Actual
       (£) 
	Variances
     (£)

	Units
	80,000
	80,000
	

	Selling Price
	2,000,000
	1,600,000
	-400,000 UF

	Variable Costs
	
	
	

	Materials
	200,000
	280,000
	-80,000 UF

	Labour
	320,000
	440,000
	-120,000 UF

	Overhead
	120,000
	120,000
	No Variance

	Contribution
	1,360,000
	1,160,000
	- 200,000 UF

	Fixed Overhead
	
	
	

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

	Insurance 
	100,000
	100,000
	No Variance

	Fulltime warehouse supervisor salary
	50,000
	35,000
	15,000 F



This report shows that the sales quantity is lower than the original budget, which is 100,000. Moreover, the selling price of the amount is also lower than the budgeted amount, where the variance showed unfavorable conditions. Again, the materials in the variable cost also showed negative value with an unfavorable situation where the flexed budget is higher than the actual budget. The same condition is noticeable in other variable costs of the products of Amana Ltd., where the variance showed negative value in its net income and resulted in unfavorable conditions. The overhead cost of the variable cost showed no variance in the report as the budgeted, and the actual amount was the same (Nelson, 2020).
On the other hand, the fixed overhead costs showed the favorable condition in variances as it lowers down the expenses of the business and saves the additional cost to use it for the future objective. The insurance in the fixed overhead costs showed no variance as the budgeted, and the actual amount remains the same. The total fixed overhead costs stood at 45,000 F, which is certainly a positive side of the business.
Now, the performance of the business in Amana Ltd. was lacking in the Covid-19 condition. For this, the selling price and other variable costs were unfavorable variances. Moreover, the company failed to provide high-quality materials, efficient labor, higher price to the suppliers, and other operational activities that affected the business and resulted in a lower value in net revenue. The fixed, variable costs are favorable and perform well in this pandemic condition. However, the overall performance dropped for not having a reasonable margin of net income from the consumers. Therefore, the performance of Amana Ltd. was abysmal in the year 2020 for the attack of the pandemic condition. 
[bookmark: _Toc80568532]2.3 (iii) Appropriate Recommendations for Improvement
The performance considerably fell in the year 2020 due to the thunderstorm of the Covid-19 in Amana Ltd. The business did not saw such a performance in its last 40 years. But it is possible to get improved and work out accordingly (Latan, 2018)). Some areas need to improve to increase the production in the business and help the tourism sector. It will not only develop the business of Amana Ltd. but also boost the country's economy. The areas of improvement that Amana Ltd.'s CEO must opt for immediately are given below:
[bookmark: _Toc80568533]2.3.1 Development in Production
The business of Amana Ltd. needs to improve the production and purchase materials. For this, the organisation needs to deal with the best supplier in town to expand the output. However, the suppliers need to provide the payment and other facilities that develop the trust to work prominently in the future.
[bookmark: _Toc80568534]2.3.2 Lower Price
The price is another essential factor that the business saw the loss in the year 2020. The Covid-19 situation has lower down the income source of the consumers. For this, the price in the tourism facilities needs to build with discount and coupon facilities to attract the consumers and enhance the production in selling units.
[bookmark: _Toc80568535]2.3.3 Quality Materials
The materials in the business need to improve on a better scale. It will grab the attention of the consumers and investors to work all together to take the company in a better position. the management may use the additional saving from the fixed, variable costs to increase the quality of materials in the organisation.
[bookmark: _Toc80568536]2.3.4 Efficient Labor
Labor is the most prominent factor in the organisation. The labor needs to opt-in the latest technique with mentor and training facilities. It will increase the labor to understand the organisation's objectives and fight against the new normal in the country. Moreover, the efficient labor will take the business in a progressive slab and help to stand in the competitive marketplace.


[bookmark: _Toc80568537]3. Part B
[bookmark: _Toc80568538]3.1 Appropriate Analysis of Amana's Choice
Amana noticed that his surrounding competitors went to the online platform to attract consumers. To streamline the organisation, he already shifted the business to the online podium with 50%. However, moving to the online route of 50% offline is hugely a better idea to sell the products. But he may plan not to close the organisation in operating locations like Birmingham City Centre, Manchester City, and Brighton to give its service in limited edition. The loyal consumers of the Amana's would enjoy buying the souvenirs from its usefulness for the existence of the stores. It would be challenging to attract new consumers to the online platform (Zhang, 2015). As a result, the owner may get benefitted to the organisation to keep the offline stores and maintain the online stores. However, the organisation may quickly grab the customers' attention with its forecast sales in Europe, the US, and the UK, and the potential growth is possible in the competitive marketplace. Simultaneously, the organisation needs to expand the sales in the offline platform with better policies to revamp the overall structure of the business to satisfy loyal and domestic consumers.
[bookmark: _Toc80568539]3.2 Two possible Options for Online Sales
Mr. Amana found out two possible options that are accessible to adopt to enter into the stage of online sales. The online store setup with its other settings would produce sales of up to 100,000 units yearly. But the business needs to spend the design cost up to £ 200,000 where delivery network and maintenance in the website involvement. Moreover, the company may see the recurring cost of £ 35,000 yearly with the engagement of the full-time IT programmer to maintain its overall structure. Initially, it would cut down a considerable expense from the fund of the business with various challenging factors. Moreover, the predicted sales would be possible only after the implementation of investing the mentioned costs.
On the other hand, the alternative plan is to sell the products of Mr. Amana's business in the Amazon that would help to reduce the investment and see the function to work prominently in the beginning stage. The company would incur the fulfillment payment to launch the products in Amazon at £ 50,000, which is significantly lower than the online stores. The predicted sales from Amazon would come from 60,000 units yearly, but it depends on the consumers' demand. Despite that, there is another problem of lack of return policy and pricing control as the products would deliver by a third party, which is Amazon.
The investment decision needs to opt with analysing various factors to work out in Europe, the US, and the UK for the business of Mr. Amana. It is appropriate to understand the consumers' demand in the selected location and campaign the products through various creative marketing to ensure the visibility of the progress. Brand awareness would help the organisation to expand in these locations in the online platforms (Du et al, 2020). But the understanding of such products in other selected areas is not applicable where the business may find a severe loss instead of earning revenue. The offline stores need to operate and observe the marketing formation of the competitors to revamp the structure and improve the online platform gradually. It is impossible to sell more units to the target consumers in the new entrance of the online store or Amazon as Mr. Amana's business customers are unique. They need to adapt and understand the main motto of the business in the online platform. For this, brand awareness is necessary to get connected to the products of the tourism business of Mr. Amana. The decision to close the stores needs to stop and implement a new strategy to provide extra benefits to the consumers.
[bookmark: _Toc80568540]3.3 Best Solution to Adopt
The best solution to enter the online platform for Mr. Amana is to sell its products on Amazon, which is less risky and may bring more profit than forecast. The business needs to notice the performance of the products in Amazon for one or two years. This will help the executives of the organisation understand the demands of the consumers and their fulfillment (Park,, 2021). If the performance satisfies the consumers in Amazon, then Mr. Amana will opt for the online stores with his expenses. But it is tough and challenging to predict the future of selling the products on the online platform due to the presence of competitors. The feedback from Amazon will help Mr. Amana recognize the business gap and work prominently in product development and brand awareness to bring together the consumers. The business needs to see the acceptance of the products through the target consumers in the Amazon platform. The brand reputation will build if the consumers' loyalty comes in the visibility in the Amazon platform. After that, the business must choose its medium to structure the products and link with the consumers with innovative marketing ideas. The revenue collection and expenses need to understand in the online store, for which it would be better to launch the products on Amazon and observe the performance from the consumers. Moreover, the offline stores need to keep going instead of closing from their operating locations. The various factors need to focus on to implement its marketing awareness in the abroad locations. After getting proper feedback and revenue earnings from Amazon, Mr. Amana may quickly shift to its online stores to sell the products and connect with loyal consumers to survive in the long run of the competitive business.
[bookmark: _Toc80568541]4. Conclusion
The management accounting provides the appropriate structure of the budget to increase the revenue. It plays a pivotal role in the post-Covid-19 situation that needs to expand the production through its performance. Mr. Amana needs to follow the procedures mentioned above to boost the growth in the pandemic condition. The control report outlines the critical performance with the help of variances through original, actual, and flexed budgets. Moreover, management accounting provides better recommendations to develop in the key areas. The management accounting provides Mr. Amana with the appropriate decision-making to choose the Amazon platform and shift to the self-online stores after one or two years. The business, in this way, expands in other locations with quality service and enhances the revenue growth to stand in the top position in the market.
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