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Introduction
Management accounting is focused with providing managers with the data they require to plan and oversee the course of their company. Also, its data can be utilised within a company to help managers make better decisions.
Management accounting is a blend of disciplines such as accounting, finance, and management that includes several approaches that are necessary to successfully run a corporation. Previously, management accounting practises were primarily concerned with determining the cost of items, services, or projects. The evolution of M. Accounting demonstrates that it is changing constantly to assist organisations in satisfying the demands of an ever-changing surrounding environment. As a result, M. Accounting has progressed into multi-disciplinary management tools which include a range of great methods for generating reliable data that assist organisations in developing and implementing business strategy more satisfactorily and productively than before.
This report aims to analyse Mr Amana Ltd performance during the year 2020 and provide recommendations to Amana’s CEO on area of improvement. In the report will be illustrated the monthly control report that shows the original budget, flexed budget and variances of Mr. Amana Ltd. 
Also, it have to be taken a decision regarding Mr Amana business to go online.




1-Part A
Amana Ltd, based in England is a family-owned tourist company that offers gifts to visitors. Brighton, London Bridge, Westminster Bridge, Buckingham Palace, Birmingham City Centre, and Manchester City Centre are just a few of their sites in tourist areas across England. Souvenirs are prepared by a Chinese factory specifically for the Amana team, based on their designs. 
They've been in business for 40 years and have learned to appreciate the changing nature of the tourism industry. The Covid pandemic recently broke out in England, prompting the government to implement movement and travel restrictions, badly affecting the tourism economy. Amana's revenue dropped in April 2020 since tourists were unable to travel for the Easter vacations. However, sales improved in summer 2020. The prolonged lock down between December 2020 and February 2021, on the other hand, depleted any additional revenue generated during the summer. 
Amana ltd previously only traded in physical stores, with a functional website serving as a marketing channel. The company's owner, Mr. Amana, has hired you as a manager and has provided a cost breakdown of their products. 



	Items
	Cost per unit
	Original (£)
	Flexible Budget (£)
	Actual (£)
	Variance

	Units
	100.000
	100.000
	80.000
	80.000
	0 - no change

	Selling price
	25
	25
	25
	20
	5 UF

	Revenue


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

	
Variable Costs

	
	
	
	
	

	
Materials

	2.50
	250,000
	200,000
	280.000
	   80,000 UF

	
Labour

	4
	400,000
	320,000
	440.000
	120,000 UF

	
Overhead

	1.50
	150,000
	120,000
	120.000
	0-no change

	
Contribution

	17
	1,700,000
	1,360,000
	760.000
	600,000 UF

	
Fixed overheads

	
	
	
	
	

	
Warehouse rental

	
	200.000
	200,000
	170,000
	30,000 FV

	
Insurance

	
	100.000
	100,000
	100,000
	0 –no change

	

Fulltime supervisor salary
	
	50,000
	50,000
	35,000
	15,000 FV

	
Profit

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


1.1 Monthly control report:






1.2 Report on Amana’s performance during the year 2020
As we can see on the monthly control report the selling price was reduced from 25£ to 20£ in order to increase revenue. As we all know a selling price is the seller's final price, or how much the customer pays for something. The exchange can be for a specific quantity, weight, or measure of a product or service. It is one of the most important factors for a business to consider. It is significant because it can determine the success of the organization's survival. The price of a product has a direct impact on its sales, and it determines the revenue. The main reason why the price was reduced is that the product wasn’t selling well as it was hopped, and another reason was to expand customer base. A price reduction can help convince potential customers who were previously uninterested. However, if Amana’s Ltd intended to reduce prices, it was necessary to implement an effective price reduction strategy marketing, so it doesn’t lead to decreasing revenue. One of the reasons why the selling price shouldn’t be reduced is because later on it will be very difficult to increase as their potential customers might choose another product and seller instead, it means that Amana’s Ltd will lose customers.
According to Amana’s monthly control report we can see that revenue dropped by £400,000 which is an unfavourable factor for this company, and this is because the price was reduced.
It can be noticed that there is an increase in cost of materials by £80,000. Because this is a goods company, the cost of materials becomes a substantial aspect of their cost structure and must be closely monitored. In 2020, the cost of Amana's materials has risen. The souvenirs are their primary product, they need to make sure that material prices are kept low without cheating on quality. Amana ltd need to think about switching to a cheaper supplier with a good reputation. Another thing which Amana’s Ltd can do is to sign long term contracts with suppliers so a big discount can be offered on the materials.
Labour cost has also increased by £120,000 which is an unfavourable factor for this business. Labour costs must be analysed as close as possible because there is a chance that company can survive with less staff, in such a way company can reduce the number of employees but at the same time they have to ensure that this will not affect the production process. Amana’s Ltd can go for Outsourcing so the company will not need to hire officially full-time employees as another company will be responsible for that. Sometimes companies don’t produce that much, and, in this way, they don’t need that many employees so the outsourcing company will provide company with staff when is needed. 
Employee salaries and wages, as well as related payroll taxes and benefits, are included in the cost of labour. The term can also refer to a period or a job (if the employer is using a job costing system to track costs). The cost of labour can be separated into two categories: labour linked to the production of commodities (known as direct labour) and labour related to all other activities (known as indirect labour).
The other unfavourable change we can see on Amana’s Monthly control report is that contribution dropped by £600,000 which means that the product is not that profitable anymore and one of the reasons why this happened is the selling price reduction. I would advise Amana’s Ltd to not change the price as it will affect the amount off selling items, usually when customers see the price reduction, they think is something wrong with the product.
We all know, contribution is the amount of earnings remaining after subtracting all direct costs from revenue. This amount is sufficient to cover any fixed expenses incurred by a firm during a fiscal quarter. Revenue is calculated as the difference between the contribution and the fixed costs.
There are two favourable variances in this month as we can see Amana’s Ltd saved £30,000 on warehouse rental and £15,000 on Supervisor salary. These two variances have a positive direction but it doesn’t save company from loss as there is more unfavourable variances as related above.
1.3 Recommendations
It would be recommended to Amana’s CEO Ltd to focus on labour cost as this month we can see a huge difference and a rise of £120,000. What they can do is to produce a part of their products in low developed countries as labour in these countries is very cheap, for example: Uganda, Georgia, Cuba and Bangladesh. Another option is to not hire a lot of full time employees but to go for Outsourcing so they can request staff only when they need and in this way they can save money on it.
Regarding the cost of materials, it would be recommended to go for cheaper substitutes but ensuring the quality will be the same. Products can typically be made from a variety of different materials, depending on the market and the methods of the producers. Prices fluctuate due to political goals as well as supply and demand, and processing processes evolve.
Besides that, different materials may necessitate adjustments to your manufacturing process, resulting in longer cycle times and higher labour costs. Even if material prices are higher as a result of a simpler manufacturing method, changing the composition of a product may be profitable in some cases.
What about rental warehouse and supervisor salary, even if the company saved money this month it doesn’t mean that it will be always like that, the cost of rent can rise anytime, and supervisor salary can change due to minimum wage rate imposed by government.
And the last recommendation to Amana’s CEO is to not lower the price as it will be quiet difficult to increase it in future, so, if Amana's Ltd wanted to lower prices, it needed to develop an efficient price reduction strategy marketing plan that didn't result in a drop in income.
In one word the variances are “Water under the bridge” which means that the past can’t be changed, it is impossible to change something in the last control period, but it let us know what we can do differently in future so the same mistake doesn’t happened again.



2- Part B
Mr Amana’s decision to go online is a very wise and great idea. Selling only in branches as Brighton, Birmingham and Manchester won’t let Amana’s Ltd grow worldwide as the souvenirs will be available only for those who lives there and some tourist that decided to visit these beautiful places. As we can see Mr Amana has two options either to set up their online shop or sell on Amazon.
As we can see setting up their own shop involve several relevant costs as:
1.Setting up delivery network which cost -£150,000
2. Upgrading current website to handle large volume of sales- £50,000
3. Fulltime IT programmer salary- £35,000
Based on research, guaranteed sales would be 100,000 units per year. By directing half of its planned sales through an online approach that targets the UK, Europe, and the United States, Amana Souvenirs has the opportunity to considerably boost its market and client base. Meanwhile, it can consider how to best position its remaining offline locations to best serve local clients and supporters.
The second option is to sell on Amazon which is much cheaper it only cost £50,000 per year with guaranteed sales of 65,000 units.
However, even if it’s cheaper and more affordable to sell an Amazon I would advise Mr Amana to set up their own online shop because they can position their own eCommerce store as the source of the client's delight and value, selling from their own website gives them additional opportunity to develop new customer interactions and repeat business. They may use an online store to: Sign customers up for email newsletters and keep in touch with them on a regular basis.

Owning your own website, at the very least, diversifies your online presence and protects your brand from being at the mercy of a single marketplace's changing regulations. A website is, at its best, an owned channel that enables eCommerce retailers to boost profitability and conversions.

When you brand your store, you can also build a customer base of people who know and belief you, who expect certain standards of service or quality from you, and who will tell their friends and relatives about you. Experiencing your own website makes branding easier and more dependable because you have a concrete, well defined, and concentrated online presence to direct customers to.
Another reason to set up their own shop is that if your entire brand is built on a single platform, you risk losing it at any point. Even healthy accounts with no red flags are occasionally suspended by Amazon, and while those accounts are frequently restored, the company still loses money and consumers while they are unavailable. Having your own online store helps to distribute the risk so if something goes wrong, the firm remains secure and profitable. Furthermore, if your existing marketplace clients are familiar with your brand, they can search your website and make a purchase directly from you. Customers can access your company through various touchpoints if you own a store.


Conclusion
Management accounting is focused more on forecasting that help management to take specific decision when needed and to identify what went wrong and what to do next and how to avoid future mistakes. Significant differences, especially negative ones, should be studied in broad. Smaller variations that persist should be explored as well. It is not always the case that favourable variances can be overlooked. They signal that things aren't proceeding as planned, potentially due to flaws in the plans.
As its been mentioned previously in the report variances are “Water under the Bridge” (Atrill, McLaney, 2012), they can’t be changed they only help to identify the problem and ensuring that the same thing will not happened again.
Budgetary control is an excellent example of feedback control, in which a signal that something is wrong prompts action to rectify the problem in the future.
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