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1. Introduction 

Management accounting is a branch of accounting that aims to present an analysis and interpretation of accounting information in aim to support the decision-making process within the business (Wu, 2020, p. 27). It is used mostly by managers and business owners and needs an in-depth analysis of the information provided (Mishra, 2011, p. 35). The following report presents the business performance of Amana Ltd. for 2020. The main indicators and characteristics of its business performance are described and optimal opportunities for growth are identified. 

2. Main Body. 

2.1. Part A. Question 1
The aim of the first question of Part A is to showcase how the original budget, the flexed budget and the variances change in 2020 in Amana Ltd’s business. The original data from the case are used for original and actual budget and, on their basis, the table 1 is prepared. According to the case and the presentation, there are some data given in advance and they are colored in red. The ones that are found based on the data in red are not colored. The table is filled by the model of the presentation in aim to keep the required format.
At first are calculated the numbers in the costs per unit column, as we have most abundant initial information there. We work only per unit, so we mention that the number of units is 1. Variable costs there are easy to find, because we simply gather materials, labour and overhead per unit. After we can easily find the fixed overheads per unit by using the information from the original budget column, knowing that they are all accumulated 350,000 and there are 100,000 units for sale. So, the total is 3,5 pounds per unit as fixed overhead. After should be followed the same logics on calculating Warehouse rental, Insurance and Fulltime warehouse supervisor salary per unit. Finally, it can be found the profit per unit which is all that remains after subtracting variable costs and fixed overheads by one unit sold, so it is just 13,5 pounds per unit. 
After filling the costs per unit column, there is basically all the information to do the sums for the other columns. By the selling price and the units sold, can be found the revenue both for the original budget and the actual budget. After in aim to fill the different cells for the variable costs and their total for the original budget, it can be used the info from the first column for the costs per unit. And finally, can be calculated the profits. Most of the data in the actual budget column is filled, so there is a bit work left on calculating revenue, variable costs and fixed overheads. After they can be found the profits. Variances are the easiest to find, as they are the result of subtractions of the relevant data from original budget. So, for each cell simply should be subtracted the actual budget amount from the original budget amount.

Table 1. Business performance indicators for Amana Ltd
	
	Cost per unit

(£)
	Original budget (£)
	Flexed

(£)
	Actual (£)
	Variance 



	Units 
	1
	100,000
	 60 000
	80,000
	(20,000)

	Selling price
	25
	25
	 25
	20
	5

	Revenue
	25
	2,500,000
	  700 000
	1,600,000
	(900,000)

	Variable costs:
	 8
	  800,000
	  800 000
	 840 000
	 40,000

	Materials
	2.50
	250,000
	250,000
	280,000
	(30,000)

	Labour
	4
	400,000
	400,000
	440,000
	(40,000)

	Overhead
	1.50
	150,000
	90,000
	120,000
	30,000

	Contribution
	17
	800,000
	800 000
	760,000
	40,000

	Fixed overheads:
	 3,5
	  350,000
	  350,000
	  305,000
	 45,000

	Warehouse rental
	2
	200,000
	200,000
	170,000
	30,000

	Insurance
	1
	100,000
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary
	0,5
	50,000
	50,000
	35,000
	15,000

	Profit
	13,5
	550,000
	550 000
	455,000
	95,000


2.1. Question 2

The aim of the second question of part A is to analyse the performance of Amana Ltd during 2020. The data reveal at the very first look that the company did something very unusual: it reduced the selling price per unit, as the original budget put a price of 25 pounds and the actual one shows just 20 pounds as selling price per unit. It is a very big reduction of 20 percent of the original price. Such a big reduction usually should be motivated by important factors. But the data reveals that some of the fixed overheads diminished, so if no selling price reduction has occurred probably the company could make even bigger revenue. In the same time, the case tells that the coronavirus-imposed restrictions hit hard the business in the spring of 2020. So, probably the price reduction is motivated by the sales decline. 
A very alarming sign – when comparing original and actual budget – is the increase in variable costs. Price of labour increased by 10 percents, when comparing original and actual budget. Price of materials increased as well, but just with 6,7 percents. The overhead is fortunately not the same, but this time decreasing by 20 percent in favor of Amana. If those increases in variable costs have not occurred, the company could make higher profits. So, it can be concluded that although the selling price per unit of Amana Ltd is reduced, their variable costs per unit are basically higher, which creates a worsened situation for the business of Amana and should be addressed as a big challenge. 
The quantity sold according to the actual budget is lower than in the original budget. There is basically an original budget reduction of 20 percent which is the same as the selling price reduction. Here can be spotted a coincidence. The sales dropped with 20 percent of the original budget and the selling price dropped with 20 percent as well, comparing original and actual budget. Most probably it is a response of the business towards the decrease in sales. 
2.1. Question 3.
The third question requires providing recommendations on the business performance of Amana. The presented data for Amana Ltd requires an in-depth analysis in aim to use them to turn the game in favor of the company. Currently the overall situation can be estimated as a business challenge which basically makes the company losing money. The variance analysis – which is one of the most accurate ways to showcase business performance (Budde, 2008, p. 170) – reveals the same. 
As usually variance analysis aims to understand why actual performance differ from the planned one (Emsley, 2000, p. 91), the most important task in this sense of thoughts for Amana is to find out where flaws occur as its actual budget shows big variances compared to the original one. So, focusing mostly on the variances. The increases in costs per unit are the most important point to be addressed, together with the decrease of selling price. 
The first thing to address is the increased costs on materials. The additional info given states that the Amana’s team works with a Chinese manufacturer that makes the products by the designs of the company. Basically, it means that any manufacturer can do the production job on the ready designs of souvenirs, so the first recommendation is to look for better manufacturing prices. Manufacturing costs are amongst the biggest for any business (Behme, 2015, p. 35), so Amana should find a better option, in aim not reducing its selling price per unit, but the variable costs. 
The first recommendation is to change the manufacturer. The current Amana supplier is a Chinese manufacturer. In the recent years, the overall increase of materials and labour costs in China has turned the country to a less attractive destination for purchasing manufacturing services by many Western companies (Ceglowski and Golub, 2011, p. 31) and that is why Amana may look for other options. Theorists suggest that companies from countries like Vietnam, India and Bangladesh currently offer similar quality to the Chinese suppliers, but far better rates (Bilan and co, 2017).
Another very important recommendation for Amana Ltd is to seek for opportunities how to increase sales. The expansion of the online sales during the pandemic of the coronavirus is an opportunity to consider in the aim to improve the sales (Tolstoy and co, 2021, p. 2). The online sales become quite popular during the lockdowns and they revealed as a successful way to boost incomes in creative industries as well (Primabodo and co, 2020, p. 17). Another way to boost sales in creative industries is to sell through franchisers. Making a net of franchisers selling for a business means more customers achieved (Cori and com 2017, p. 29). So, looking for franchisers can create good opportunities for Amana Ltd to increase sales as well. 

The second recommendation to Amana is to find ways to increase sales, to achieve more customers. It can be done by selling online or by finding franchisers which are ready to sell its products in their own shops.

2.2. Part 2. Question 1

The Part B of the report is focused on the online selling option currently in consideration of Mr. Amana. He has himself noticed that many of his competitors are currently selling souvenirs in the United Kingdom, Europe and in the United States. Although Mr. Amana is prone to consider the online sales opportunity, he is hesitating over two options. The first option is to set an own web shop. The second option is to sell directly by Amazon. 

The first option has some categories of costs associated. The costs for creating delivery network are around 150,000 pounds. The cost of upgrading the website in aim to host data related to higher sales is 50,000 pounds. The yearly salary of a fulltime IT programmer is around 35,000 pounds. It means that initial costs to create an own online web shop are around 235 000 pounds. In the same time, Mr. Amana knows that he can sell at least 100,000 units per year. If the selling price is like in the actual budget, which is the pessimistic possibility, it means at least 2 000 000 pounds per year a guaranteed revenue. If he manages to sell on 25 pounds per unit, it totals at 2 500 000 pounds per year as guaranteed incomes. 
Pros of the first option

The pros of this option are multiple. The first one is the good control that the owner of the company will have over its own shop. Running an own online shop on own servers means full control over the technical part of the shop. 

Another advantage is the good corporate image sustained, because companies that sell directly through their websites are often considered as bigger players while those selling through popular platforms are often considered as weaker ones, as usually global platforms are associated in the mass conscience with the idea to host smaller businesses and independent entrepreneurs rather than big companies that usually can afford to run their own online shops. 

Cons of the first option

The cons of the option are not to neglect as well. The first one is that it is a business risk to launch an own online shop, as big advertising is needed to make it popular. So, advertising associated costs for banners, social media marketing, Google ads, etc., should be estimated as well. Big companies that launch big online shops on their own usually spend much on advertising it and should pay for adverts regularly in aim to keep the eye of the consumers on their shop. 
Another disadvantage is that there is no helping hand in running the shop. Support costs may come as huge and unexpected amount of money to pay if the server goes down or if the web shop is hacked. 

The second option for Mr. Amana is to sell through Amazon. The costs associated with it comes to 50 000 pounds as fulfillment fees and that is all to do by its part. In the same time, as competition there is fierce between sellers, no more than 65 000 units to sell are guaranteed. If selling at 20 pounds per unit selling price, it means revenues of 1 300 000 pounds. If selling at 25 pounds per unit selling price, it means 1 625 000 pounds of revenue. 
Pros of the second option 
The pros of the second option are important. The first one is the less costs associated with setting the shop, compared to the first option: just 50 000 pounds compared to 235 000 pounds. 

The second advantage is that Amazon is going to take care for all: hosting the web shop, some advertising, technical and technological support, etc. So, it frees time for Mr. Amana to focus on other aspects of his business and just gather the harvest from his online sales.
Cons of the second option
Although selling through a big and reputable retailer like Amazon seems easy, there are some cons associated with it as well. The first one is that competition there among sellers themselves is quite fierce and there is always the risk to choose a similar product of another seller. 

Another big disadvantage is the lack of control over the selling process if selling through a platform. In this case, Mr. Amana has no word to say on advertising and marketing and must just rely on the standard practices of Amazon.

And the final con is that selling through a platform usually puts a business in the category of the small companies in the eyes of the customers. They will remember the name Amazon, but probably even after purchasing from Mr. Amana they will care less for the Amana’s brand.
Best choice 
Given the options provided and their pros and cons, Mr. Amana must probably choose the first option. Although it is more expensive to set out, it is a necessity in aim to sustain a good corporate image of a powerful company in the souvenirs industry. It will be a hard start and will require much investment in advertising and marketing as well, but – apart from the bigger sales – it will serve as a proof for all the visitors of Amana’s online shop that they are shopping from a good brand which important place in the industry is undeniable. So, developing a real brand loyalty passes through assuming all the responsibilities to sell through an own shop.

Of course, if Mr. Amana is willing just to pass through the COVID economic crisis by selling online as a short-term solution, Amazon is always available. An easy solution, although associated with less sales and less control over the business. 

So, depending on the real intentions of Mr. Amana – to develop a strong digital brand loyalty or to pass less risky through the crisis – he must take himself the solution to sell through Amazon or through setting an online shop. The own shop can open for his company the doors to global sales and global brand loyalty.
3. Conclusion 
In conclusion, it can be reiterated that management accounting provides the business with opportunities to detect how its real performance fluctuates and what these fluctuations means for the business (Andrei and co, 2011, p. 111). It is a decision-making accounting which may help much to managers and business owners to grow their business (Ahrens and Chapman, 2007, p. 26). 
In the case of Amana Ltd the business fluctuations actually revealed to leave a large space for action. If the company uses fully the recommendations provided in the Part B, it would significantly expand its business. 
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