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Management Accounting can be said to be one of the few things which every organisation has to completely follow with consistency and accuracy. In simple words, management accounting can be said to be the systematic process of the analysis and observation of the financial statements of the company by the financial analysts and managers for internal use. Even organisations such as NGOs and other non-profit organizations which do not operate on profits have to maintain proper records of the accounts. It helps the stakeholders in analysing and supervising the activities and performance of the company and making necessary changes in the company. The essential information and data about the financial performance of the company help the managers in improving the condition of the company by enhancing profitability and sales and decreasing the outgoings which will help the company in increasing efficiency (Brentwood Open learning College, 2021). The proper management accounting helps the organization in making a secure environment and does not have potential and big security and financial breaches.
In the report, there is a detailed discussion of the variance analysis and its importance in the company. After analysing and observing the case study which is provided there will be structuring of the variance analysis of the Stafford, Birmingham and Coventry which will help in analysing and providing insights about the performance of the company and what changes are essential for all the three companies. There will be a discussion of the recommendation and suggestions which should be followed in the company in both financial and non-financial aspects of the company.
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Variance analysis can be said as an element that helps the organisation in the performance and management of the company. In detail, it can be said that variance analysis helps the company in getting insights about future events such as the application of strategies or any type of effect of threat. It is calculated by finding the difference between the old performance of the company and the new performance of the company in their financial aspects (Knowledge bank, 2021). It is important for the company as it helps the organisation and company in finding the variance analysis and identifying the potential and possible scenario of the causes and changes. It helps the companies in being successful by providing insights about the strategies and financial performance of the competitors and giving the company a competitive advantage. It also helps the company in animating the potential risks which can hamper the productivity and smoothness of the workplace. On the other hand, it has a negative side also as it provides barely minimum information about the qualitative aspects of the company and only discusses the quantitative aspects (Lueg, 2018). The process of making a variance analysis is huge and lengthy and requires a lot of working force in the formation and gathering of information which can decrease the efficiency and smoothness of functioning. There should be proper formation and uses of the standards as without the uses of standards there can be deficiencies in the variance analysis.
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	Particulars
	Old record
	New Record
	Variance

	Sales
	888,000
	888000
	0

	Branch Expenses
	
	
	

	Payroll and bookkeeping
	88550
	57,040
	31,510

	Salaries
	84,000
	152,483
	-68,483

	Advertising
	16,000
	152,483
	-136,483

	Other expenses
	20,000
	152,484
	-132,484

	Net Profit
	679,450
	373,510
	305,940



Table 1: Variance analysis of Stafford
(Source: Created by the learner)
From the old strategy which the company was adopted to remove the Coventry company, it impacts the company severely. It is decreasing the profitability of the company severely and increasing the costs to 75% other than the fixed expenses of the company. The current performance of the company is better than what it will get if there will be a removal of the company. The variance between the before impact and after the impact of the strategy of the company is showing a decrease of 305,940 in the profit. If there was a significant increase in sales then the strategy and impact on the other two companies would have been positive.
	Particulars
	Old record
	New Record
	Variance

	Sales
	800,000
	800,000
	0

	Branch Expenses
	
	
	

	Payroll and bookkeeping
	79,834
	
	0

	Salaries
	76,000
	200,000
	-124,000

	Advertising
	30,000
	200,000
	-170,000

	Other expenses
	16,000
	200,000
	-184,000

	Net Profit
	598,166
	200,000
	448,166







Table 2: Variance analysis of Coventry
(Source: Created by the learner)


	Particulars
	Old record
	New Record
	Variance

	Sales
	1,400,000
	1400000
	0

	Branch Expenses
	
	
	

	Payroll and bookkeeping
	144,166
	140,960
	3,206

	Salaries
	124,000
	350,000
	-226,000

	Advertising
	120,000
	350,000
	-230,000

	Other expenses
	22,000
	350,000
	-328,000

	Net Profit
	989,834
	209,040
	780,794



Table 3: Variance analysis of Birmingham
(Source: Created by the learner)
Birmingham will also be affected severely if there will be an elimination of the Coventry company as the profit margin of the company will fall by 780,794. Also, they were affected severely by the recession due to the COVID-19. The costs of the company will almost double and will affect the efficiency of the company. The utilisation of 75% of the sales revenue just only variable costs will impact the expansion and future growth of the company. The current situation without eliminating Coventry is excellent and the company is earning a good amount of profitability. The costs of the company are also minimal and the company was earning a huge profit of 989,834.

Overall, after the calculation of profit margin and variance analysis of the Stafford, Coventry and Birmingham it can be seen that the strategy which was planned by John will not be effective. If there will be an elimination of the Coventry branch the expenses of the company will increase at a higher rate and the profitability will decrease severely as the revenue will not be changed and increased after the application of the strategy. To sustain the success of the company there should be no changes in the Coventry branch and the business operation should remain the same.
To enhance the performance of the Coventry branch the company can increase the strategies and decision about the activities and the sales of the company and can enhance their productivity and profitability
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After looking at the impact of the company will eliminate the Coventry branch the company as a management accountant there are few recommendations and suggestions which the company should follow to enhance the performance of all the three branches. Further, there are some recommendations which the company should follow.
· The best course of action which the company can follow is to increase their sales and give more financial assistance to the Coventry branch to increase their performance (Rikhardsson and Yigitbasioglu, 2018).
· The company can increase their sales by focusing more on the product which the customers want to achieve which can be achieved with the proper research and development.
· The company can increase their structuring of the product according to the market by appointing more skilled employees and the people who analyse the market and the current trends easily and accurately.
· The company can follow the strategic costs accounting to decrease the unnecessary costs of the company or give proper insights about what should be improved in the company and help in providing information and strategy of the Coventry branch (Weetman, 2019).
· The sale of the company can be increased by increasing the volume of the sales which the customers in the near environment prefer a lot by increasing their product line.
· The company can also increase its performance by increasing the capital of the company by taking financial assistance such as loans, welfare payments or any third-party sources.
Overall, the company should not be eliminating or closing the Coventry branch as it will severely increase the cost of the other two branches. Instead, the performance and management of the Coventry branch should be increased.
[bookmark: _vcv2otb754o]
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In the study of management accounting, the report helps in providing knowledge about the uses and importance of management accounting. It also needs to acknowledge how the variance analysis can help in gaining competitive averages and help in making strategies for potential risks. The main purpose of the report is to analyse the condition of the company and discuss the impact of the changes which will be made. The purpose was completed with the help of the formation of variance analysis of the three companies and discussion on the impact of the changes on the financial performance of the company. Lastly, there were recommendations and suggestions about the improvement in the performance and business environment of the companies. The report was supported and completed with the help of proper evidence which includes journals, books and websites for authentic sources. 
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