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BACKGROUND
The Globalization and other factors, as technology development and changes in organizational structures e.g., decentralization corporate governance and hierarchical structure according to Johnson and Kaplan (1987), Yazdifar and Tsamenyi (2005), has contributed in the last decades to the appearance of different opportunities but principally has shaped new tests, for all those diverse companies in the market, the newfangled requirements, directed to a larger request in management accounting services. In this essay the figure of the management accountant will be particularly stated, with a careful analysis of the role played within the organization, ensued by the critical evaluation, provided in the hypothetical scenario within the Amana business scenario evaluation (W.Hadid,M.Al-Sayed,2021) (Goyal,2014)

· [bookmark: _Hlk70927810][bookmark: _Hlk71317996]The information’s listed above is based on a copy of assessment 1
INTRODUCTION    - Management Accounting
Management accounting, managerial accounting or cost accounting are all the idioms accustomed to delineate the different techniques of estimating, categorizing and supplying qualitative financial data and measures to the managers within the organization, aimed to the effective forecasting of actionable process in decision making. (Bhasin,2020)(Goyal,2014)(McLean,2018) (Byod,2019) (CFI,2021) (Tuovila,2021) 
Management accounting despite employing financial statistics, highlights major divergences with financial accounting, and the main difference is the aim, in the financial accounting setup, it is designed to provide and monitor detailed financial information to external shareholders, further discrepancies are: 

· Requirements: Financial Accounting is forced to comply with a set of international regulations and standards, as ‘IAS’ or ‘GAAP’. (IAS,2021)


· Subject: Financial Accounting fulfil a set of annual criteria in the whole organization used by external users; however, Management Accounting processes are designed for internal enduring purposes, which tend to transform, in order to display effectively the qualitative data required for decision making procedure in each department within the business, over a different period of time.

· The information’s listed above is based on a copy of assessment 1




Relevance of management accounting 
The reputation of management accounting arises from the role played in the business, i.e., with the usage of all that sequences of technological and financial information, such as costing, economics, statistics, etc., essential for the simplification and achievement of prearranged objectives in the short/long-term period; aimed to create effective decision-making process)
The benefit of Management Accounting in creating an effective decision-making can be summarized in following procedures:

· Cost Analysis: Management accountant in this phase examine the aspects liable in generating existing total expenses in the business production, with all the variable cost incurred in each step and the market, to evaluate and recommend all the possible future actions, needed to encounter upcoming opportunities and create value by satisfying customer needs and wants, subsequently create a long-term revenue by minimizing the costs.

1. [bookmark: _Hlk67316087]Cash Flow Analysis: Present a role of management accountant to execute and determinate the costs related to cash and their impact to the decision process making. In this stage is familiar to employ the methodology of accrual accounting, which is responsible on providing a broader and precise information on business financial position but highlight the inability to display the single units; the managerial accountant in this case to effectively determine and implement the capital management strategies, reflect on all the unlike circumstances on purchasing goods and services i.e loans, rent etc. 

2. Product Cost:  The phase where the managerial accountant proposes to identify the most effective policies on product realization, determining on it, the nature of the cost: manufacturing or merchandising; his behaviour: fix, variable, direct and indirect; quantifying the total expenses incurred in production and their impacts on business by adding spare units: total cost is divided to the total indirect cost per unit produced.

3. Inventory Analysis: In this stage management accountants are liable to highlight and evaluate, a set of costs associated to the storage of products, i.e., ‘Cost of Goods Sold’, with the aim of an effective management of cost, and an increase in cash flow.

· Planning: Is an incessant stage when managerial accountants evaluate the data and atone for planning future activities, with the crucial development strategies aimed to achieve a leadership position in the market. The analysis of provided information create a short- long term business policies, capable to control the workforce and advantageously accomplish business objectives.

1. [bookmark: _Hlk71295375]Budget: In this stage, management accountant assesses and review the previous and existing business performances and his adjustment reflect the budget value, created by predicting future trends and providing competitive edges in the market, furthermore, successfully bout the organizational planned objectives.

· Controlling: In this phase internal managers analyse the organization effort, based on singular departments evaluation, succeeding the production a financial prospects report, which estimation correlated to the previous data-report, permit to effortlessly categorise and determinate complications related to business in his financial presentation.

1. Constraint Analysis: In this stage management accountants are estimating all the inadequacies incurred in product production or sales activity and incorporate the vital strategies to fulfil the efficiency in manufacturing or merchandising process.

2. Accounts Receivables: The managerial accountant aim to satisfy planned objectives within the organization, which drive towards an attentive evaluation of shareholders performances, those reports are liable of offering detailed statistics in the credit risk assessment, highlighting the value of each shareholder. 


· The information’s listed above is based on a copy of assessment 1

Cost behaviour analysis
Managerial accountants as previously cited, are predominantly focusing on evaluate fixed cost and variable costs accrued on single product unit within his production process, with the purpose of evaluate business total expenses and forecast effective future strategies. (Tuovila,2021)(Murphy,2020)(CFI,2021) (Finance Management,2021) (Theintactone,2019)(KFL,2020)
Costs behaviour evaluation is concerned in recognition to a set of costs: 
· Variable Costs: Costs directly related to the production activity levels i.e., Direct Labour, Direct Material, Direct Expenses; these costs have a propensity to change with production alternations, however the analysis based on product unit highlight the constant tendency subsequent to a rising of activity level, in long term period.

· Fixed Costs: Expenses that remain constant in production, nevertheless, display the ability of mutate, when emphasized on unit costs related to increased range in business activities.

· Mix Costs: Expenditures which demonstrating qualities of both, fixed and variable expenses. Those cost adjust indirectly to the range of production activity. i.e., ‘Step Variable costs, behave as steps, shifting from variable to fixed features.



· The information’s listed above is based on a copy of assessment 1.


MAIN BODY – Budget

As previously elucidated, the budget is a significant tool, dedicated to the estimation of the most effective decision-making strategies within the company, its compilation, clearly highlight the specificity of future plans and implement a crucial role in the control and monitoring of business activities over a given period of time. (Financemanagement,2021) (Ganti,2021) (Tuovila,2021)

The analysis generated by the compilation of the budget, provides internal business management with statistics on business performance and this results in the enormous importance of the role played within the company decision-making processes.

The budget focuses on the analysis of all those processes of fundamental activities in the realization of the planned company objectives and above all their costs, commonly they represent all those costs related to the sale or maintenance of specific units within the production processes stages and are called relevant cost. 

The budget is determined by various factors that ephasizes macro and microeconomic aspects of the company, i.e. the size of the organization, the nature of the industry, marketing analysis etc., and is reported in the form of several types, among which the most common are: Operating budget, based on an annual analysis of the company; Performance Budget and Financial Budget. Budgeting follows 3 main methodologies: 

· Fixed Budget: It represents the most common method of budget identification, at this stage the costs and revenues highlighted in this budget drafting, are identified and added to a previous budget statement carried out in previous years, and the new complications presented are clearly resolved in the drafting of the current budget.

· Zero Based Budget: identifies the budget methodology that does not involve comparison with previous budget years, it starts from point 0 in each individual period, of the scheduled activities. This methodology is responsible for effectively identifying in the short term the optimum usage of company resources and the results obtained, consequently an effective management of business costs in the implementation of decision-making processes, within the company. 


· Flexed Budget: Engender the phase in which, the identification of current production levels, in relation to the activities planned within the budget, produces an effective image of the efficiency and profitability of the various business processes; the difference between the current established expenses and the amount of the flexible budget results in budget variances.
 
The budget variances identified in the individual units of production or relevant cost i.e. fixed costs or vital variables in the production of company goods and services, generate the performance report. 

The performance report is responsible to providing detailed information on the various expenses within the budget, in the countless production levels of the company and generates for the managerial accountant the benefit of a facilitated planning of current company resources, through the clear estimation of production costs and their discrepancies to the costs, estimated in the previous planning budgets of the company's activities, in other words the current production or volume of sales and its behaviour in relation to the provided and forecasted plans. 

The performance report control is particularly illustrated, in the personal created Table 1, below displayed and followed by the critical analysis of the various estimated relevant costs within its evaluation. 






	ITEMS
	COST x UNIT
	ORIGINAL BUDGET £
	FLEXED BUDGET £
	ACTUAL BUDGET £
	VARIANCE

	UNITS
	
	100.000
	80.000
	80.000
	

	SELLING PRICE
	25
	25
	25
	20
	5 UF

	REVENUE
	
	2.500.000
	2.000.000
	1.600.000
	400.000 UF

	V. COST
	
	
	
	
	

	MATERIALS
	2,5
	250.000
	200.000
	280.000
	80.000 UF

	LABOUR
	4
	400.000
	320.000
	440.000
	120.000 UF

	OVERHEAD
	1,5
	150.000
	120.000
	120.000
	0

	CONTRIBUTION
	17
	1.700.000
	1.360.000
	760.000
	600.000 UF

	FIX. OVERHEADS
	
	
	
	
	

	RENT
	
	200.000
	200.000
	170.000
	30.000 F

	INSURANCE
	
	100.000
	100.000
	100.000
	0

	SUPERVISOR SALARY
	50.000
	50.000
	35.000
	15.000 F

	PROFIT
	
	1.350.000
	1.010.000
	455.000
	555.000 UF


(Table 1)
The table above displays the monthly examination report, carried out by the analysis of the actual budget and the original planned budget in the Amana LTD business. This table illustrate variable costs which are constant in the determination of the individual units produced, they are: Materials a at a cost of £2.50 per unit, Labour at a cost of £4 per hour worked by the individual worker, Overheads or indirect production costs with an estimated £1.50 per unit and the Contribution, estimated at £24 per unit produced , i.e. it identifies the difference between fixed costs in the sale of individual units and variable costs in their production.
With the next illustration of the fixed costs not directly highlighted in the production of the individual units, they are the rent of the warehouse, estimated at £200,000, the insurance at £100,000 and the fixed salary of the warehouse supervisor estimated at £50,000.
The presence of the individual costs for the units made possible, my subsequent compilation of the flexed budget: reporting the 80,000 units produced, this caused by the implication of keeping the total of units produced constant and altering the outputs in the budget activities, in other words the use of the individual costs and used prices provided in the compilation of the planned or original budget.
Then we calculate the revenues, i.e. the total sales through, the multiplication of the individual costs in the sale of the products, i.e. 25 that generate the total revenues at 2,000,000 pounds. 
The next step is the calculation of variable costs, specifically materials: through the multiplication of costs per unit, by the total units, which results in 200,000 pounds as the total expenditure on materials used in production;
Then I proceed with Labour's calculation, estimated at £4 per single worker per hour worked , its multiplication by the total units produced will result in £320,000 in expenses totaling 80,000 units produced.
The next step, involves calculating overheads, costing £1.50 per unit, multiplying by the total units actually produced, result in £120,000 of costs out of 80,000 units produced.

The contribution, mentioned above, in the flexed budget is amounting to £1,360,000 and will be given, by the difference in revenues, with the total variable costs.
Then fixed indirect costs will be analysed, the first of which is the warehouse rent, corresponding to £200,000 as listed in the originally planned budget, the same goes for the £100,000 insurance and the supervisor's fixed salary, which maintain a constancy over time.
Finally, after estimating this series of costs, the profit is calculated, which results from the revenues generated minus the total fixed and variable costs, and in the fixed budget it is listed at £1,010,000.



Budget Variances
Budget variances i.e. the differences between the current budget and the flexed budget result in:

Selling price: the selling price is unfavorable and this is because we tend to sell our products at a lower price than set.
Revenues: Revenues represent a £400,000 budget loss compared to planned 
Materials: The cost of materials is up £80,000 on the planned budget and therefore an unfavourable situation is expected.

Overheads: These costs balance with estimated costs. 
Contribution: Costs are losing £600,000 on the planned budget, clearly highlighting an unfavourable situation. 
The subsequent analysis of fixed costs: shows a current cost less than £30,000 in werehouse rent, a balanced situation in insurance and a favourable situation in the expenses of the salary supervisor of £15,000, this results in it despite the positive trend of fixed costs, a significant loss in the profit of the current budget, estimated at a decrease of £550,000 compared to the originally planned budget.

 CONCLUSION 
In Conclusion as the internal managerial accountant at Amana LTD, 17th view of recent intervention in the reduction of fixed costs not directly related to the production of the company's goods and services, I strongly suggest the control of fixed variable costs per unit produced with their greater management and control aimed at the effective achievement of the set budget objectives.
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