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Introduction

Management accounting is concerned with providing information to managers that are people inside an organisation who direct and control its operations. Management accounting provides the essential data with which the organisations are actuallly run. Because it is manager oriented, any study of management accounting must be preceded by some understanding of what managers do, the information managers need, and the general business environment. As the organisations and the business environment changes than the role of management accounting changes. Carrying three major activities: planning, directing, motivating and controlling they consider a range of options in order to manage the activities of the organisation.





1.Control report
During the Covid 19 pandemic the implications for the business was different bringing challenges comparing to previous time and had a negative impact for sales.
As a finance manager hired by Mr. Amana, the owner of the business, the objective is to provide a cost breakdown for the company products and we have been given the next figures based on average estimates incurring in producing a mix of souvenirs:
	
	Original budget (£)
	Actual (£)

	Units 
	100,000
	80,000

	Selling price 
	25
	20

	Variable costs:
	
	

	Materials
	2.50
	280,000

	Labour
	4
	440,000

	Overhead
	1.50
	120,000

	Contribution
	17
	760,000

	Fixed overhead
	
	

	Warehouse rental
	200,000
	170,000

	Insurance
	100,000
	100,000

	Fulltime warehouse supervisor salary
	50,000
	35,000



2.Calculations:
Original budget:
Revenue = selling price x units
100,000 x 25 =2,500,000
Variable costs:
Materials = cost per unit x total units  
2.50 x 100,000 = 250,000
Labour = time for making one unit x total units 
4 x 100,000 = 400,000
Overhead = Overhead per unit x total units
1,50 x 100,000 = 150,000
Contribution = contribution unit x total units 
17 x 100,000 = 1,700,000
Same if we deduct variable costs from revenue we obtain:
2,500,000 – (250,000 + 400,000 + 150,000) = 1,700,000 as Contribution
The fixed cost will remain the same:
Warehouse rental – 200,000
Insurance – 100,000
Full time supervisor salary – 50,000
Profit = Revenue – Variable costs – Fixed costs
2,500,000 – 250,000-400,000-150,000-200,000-100,000-50,000 = 1,350,000
Original Static Budget Profit = 1,350,000
Flexible budget:
Total units 80,000
Selling price £25
Revenue: 80,000 x 25 = 2,000,000
Variable costs:
Materials: 2,5 x 80,000 = 200,000
Labour: 4 x 80,000 = 320,000
Overhead: 1,50 x 80,000 = 120,000
Contribution: 2,000,000 – (200,000 + 320,000 + 120,000) = 1,360,000
Fixed costs remain the same.
Profit: 2,000,000 – (200,000 + 320,000 + 120,000) – (200,000 + 100,000 + 50,000) = 1,010,000
Actual: 
Total units 80,000
Selling price 20/unit
Revenue = 80,000 x 20 = 1,600,000
Variable costs:
Materials: 280,000
Labour: 440,000
Overhead: 120,000
Contribution: 760,000
Fixed overhead: 
Warehouse rental: 170,000
Insurance: 100,000
Full time supervisor salary: 35,000
Variances:
Differences between flexible budget and actual budget.
Selling price: expected £25 – actual £20 = £5 less than expect which is unfavourable
Revenue: expected 2,000,000 – actual 1,600,000 = 400,000 is less than expect unfavourable which is unfavourable
Variable costs:
Materials: expected 200,000 – actual 280,000 = -80,000 – we spend more than we expected which is unfavourable
Labour: expected 320,000 – actual 440,000 = - 120,000 – more than expectations which is unfavourable
Overhead: expected 120,000 – actual 120,000 = 0 -no difference
Contribution: expected 1,360,000 – actual 760,000 = 600,000 less than expected which is unfavourable
Fixed overheads: 
Warehouse rental: expected 200,000 – actual 170,000 = 30, 000 less spending than we expected which is favourable
Insurance: expected 100,000 – actual 100,000 = 0 – no difference
 Full time supervisor salary: expected 50,000 – actual 35,000 = 15,000 less spending which is favourable.
Profit: expected 1,010,000 – actual 455,000 = 555,000 less than expectations which is unfavourable.
	Items
	Cost per unit
	Original /Static budget
	Flexible Budget
(Should)
	Actual (£)
(Did)
	Variance

	Units
	
	100,00
	80,000
	80,000
	

	Selling price
	25
	
	£25
	20
	5UF

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

	Variable costs:
	
	
	
	
	

	Materials
	2.50 x 100,000
	250,000
	200,000
£2.50 x 80,000 = 
	280,000
	80,000UF

	Labour
	4x 100,000
	400,000
	320,000
£4 x 80,000 =
	440,000
	120,000UF

	Overhead
	1.50 x 100,000
	150,000
	120,000
£1.50 x 80,000 =
	120,000
	-

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

	Fixed overheads:
	
	
	
	
	

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

	Insurance
	100,000
	(100,000)
	(100,000)
	100,000
	-

	Fulltime supervisor salary
	50,000
	(50,0000)
	(50,000)
	35,000
	15,000F

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


Fig 1.
[bookmark: _Hlk102498469]3.Amana’s performance analysis 
The figures and calculations above help us to understand the situation given as a whole and find or propose solutions and recommendations for the Amana’s CEO.
Due to the Government regulations travel restrictions were in place during the year 2020 and beginning of the year 2021. In this case as the activity of Amana Ltd was highly depended and directly connected with travellers, the sales decreased when the travel restrictions were in place, the business being severe impacted, which also triggered the revenue to decrease. The entertainment and recreation sector as example furloughed 71% of workers due to resort venues closures, however the furlough leave proportion gradually reduced over the summer time due to the hospitality sector reopening. (Neha, 2021)
Conditions staying behind of this situation.
According to the Office for National Statistics, as the coronavirus started to spread, the data available for the summer of 2020 when the changes started to take place, compared with the same period of 2019 for air travellers which constituted the main part of the tourist and Amana Ltd customers in our case, 2020 started with little difference compared with 2019, but UK Government advised against foreign travelling for non-essential cases on 17 March 2020. The changes on arrivals started to be seen From April when they fall to 1% from compared period in 2019.Thereafter in June and July 2020 were introduced the health measures at UK border and International Travel Corridors were made which triggered an increase in arrivals from the second half of June 2020, but still not more than a quarter from the level of the same compared period of 2019. (Statistics, 2020)
By 2020 summer about ¾ of UK workers were furloughed. Millions of UK workers whose employers were not able to continue the activity of trading at the same level which they had before lockdown, got furloughed. (Statistics, 2020)

     [image: ]
 Fig. 2
In April 2020 Gross Domestic Product (GDP) drastically reduced to 19,5% which mean a record. The trade for goods and services also fell considerable during this time including the lock-down period. (Statistics, 2020)
Based on physical stores with locations in Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham City, and Manchester City Centre, Amana Ltd. business was affected by the circulation restrictions which also can be seen in the fall of sales and comparison of revenue which was with 400,000 less than expectations in the scenario given.
The potential reason for the selling price per unit to decrease from £25 to £20 is the low demand, which also triggered the decrease of revenue with £400,000. According to Management Accounting Course, the total variable cost is proportional with the activity level within the relevant range. It is generally agreed that until otherwise stated, direct labour is regarded as a variable cost, direct materials and direct labour and manufacturing overhead being examples of variables cost for merchandisers (Course, 2022), which can possible be the reason of differences between flexible budget and actual budget of 80,000 respectively 120,000.
As the activity reduced the warehouse rental also reduced due to the unnecessariness of the same space triggered by the reduction in activity production level and sales, which can be a reason for reduction of the Supervisor salary.
However, the profit was with £555,000 less than we expected which is an unfavourable situation for the business caused by the costs increasements and revenue decrease.
[bookmark: _Hlk102498588]4.Recommendations for Amana’s CEO on areas of improvement.
There are a few things which can be recommended. To make the business successful we should reduce the fix costs. Regardless the any level of activity the fixed costs remain fixed and that’ s the reason that the fixes cost should be reduced. In the past Amana Ltd. had trade only within physical stores with a functional website serving as a channel for marketing their business. Selling online, and generally the adoption of the technology may help to reduce the labour cost, overhead cost and will address to a larger number of customers. Also negotiating the price of souvenirs with the Chinese manufacturer by purchasing of a bigger amount with reduced price will lower the costs and will allow us to reduce the selling price. It was proved that artificial intelligence, intelligent automation, inbound sales, etc, changed the way in terms of efficiency and speed with which sales industry got help for closing deals faster for both B2B or B2C businesses. Having a profound impact for global economy the Covid 19 pandemic effects will continue to be seen in the years to come.
The customers spendings online increased and contributed to more revenue during the pandemic. According to Forbes in less than a year, from February 2020 to January 2021, the percentage of online sales to total retail sales nearly doubled, going from 19.1% to 36.3%. (Smulders, 2021)
Organisation have to try keeping the fixed costs at the minimum level. The fixed cost getting higher and higher makes hard for the business to maintain its profitability.

The aim is to pay the minimum cost to run the business, because we don’t know how many orders we are going to get from customers. In order to make the business more efficient we have to keep the business daily operations at the minimum level of cost. Variable costs will be direct connected with the level of production. Some of the businesses fail because at the beginning the business is starting with many fix costs which later are hard to cover. This cost is always a challenge. Controlling this cost in any way gives the efficiency for the business. A good overall example in this area is zero hours contracts which will involve less costs with the staff
Engaging with related literature
Management Accounting for Decision Makers 10th edition by Peter Attrill and Eddie McLaney makes management accounting relevant and practical through its use of real numerical accounting techniques, an increased number of exercises that encourage you to learn in an active way, and through a range of relevant, real-world examples, many of which are new to this edition.
About authors
Peter Attrill was a freelance academic and working with leading institutions across UK, Europe and South East Asia, He previously was Head of Business and Management and Head of Accounting and Law at Plymouth Business School.
Eddie Mc Laney is an academic author with several years of experience and teaching Accounting and Finance. He was formerly the Accounting Subject Group Leader and Principal Lecturer in Accounting and Finance at Plymouth Business School. 
Financial and management accounting written by an expert teacher in accounting, the eighth edition of this well-respected text retains all the features that have contributed to the book’s popularity: focus on the accounting equation, an even greater range of student activities throughout each chapter, a clear and accessible writing style, and extensive use of real-world case studies. With a strong emphasis on the 2018 Conceptual Framework of the International Accounting Standards Board, Financial & Management Accounting: An Introduction guides students in understanding the ‘why’ and not just the ‘what’ of financial and management accounting.
About author
Pauline Wedman is Professor Emerita of Accounting at the University of Edinburgh, and has extensive experience of teaching at undergraduate and postgraduate level, with previous chairs held at Stirling, Heriot-Watt, Strathclyde and Glasgow Universities. She received the Distinguished Academic Award of the British Accounting Association in 2005.  She has convened the examining board of the Institute of Chartered Accountants of Scotland and was formerly Director of Research at ICAS


5.Conclusion
The case given may be general available and also applicable for other businesses.
The business has severely impacted by Covid-19 as people was confined to their houses due to the Government Regulations. As the meaning of the management is to be in a continue process of identifying, measuring, and developing the performance, on the above work we try to identify the problems and find solutions for the case given. Peter Drucker, an eminent management thinker, has argued that ’’The purpose of a business is to create and keep customers’’
 Altough the customers has provided the main sorce of revenue for business, in the past many businesses asumed that the customer will accept whatever products or services were in offer. When competition was week and customers were passive, businesses could operate under this assumtion and still making profit. Today customers have much greater choice, and demand higher quality services and goods at cheaper price.
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