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1. Introduction 

Management accounting is used for making informed decisions in business through relying on in-depth insights for its performance (Domański, 2009, p. 23). Managers are the ones who use most the business accounting in the aim to understand how their companies perform (Jenkins, 2016, p. 17). The actual report is focused on the case study of the Amana Ltd. for 2020 – a company that needs a reliable management accounting analysis in the aim to improve their performance. Through an in-depth analysis of the current performance based on its main indicators, opportunities for progress are spotted. 
2. Main Body. 

2.1. Part A. Question 1
The first question in the Part A reveals how the different budgets of the company in question change during 2020 and how does it impact the business performance. The data are gathered in a form of a table and are shown on the Table 1. The case study and the presentation gave in advance some data and, those basic row data are colored in green in the table with the aim not to misunderstand what is given and what is filled on a later stage. The other data, calculated on the basis of the raw data, keep the normal automatic color.
The first calculations are done in the Cost per unit column, as the basic information is most abundant there. The number of units is 1 Variable costs areva collection of materials, labour and overhead per unit. The fixed overheads per unit are found by using taking from the original budget column their number as accumulated 350,000 and by taking the sales of 100,000 units. By a simple division of total overheads per units for sale a result of 3,5 pounds per unit emerge. The three other types of costs per unit – Warehouse rental, Insurance and Fulltime warehouse supervisor salary – are done in the same way. The profit per unit is found by subtracting variable costs and fixed overheads by selling price of the unit, and it is 13,5 pounds what remains after selling 1 unit. 
The first Cost per unit column gives all the information needed to fill the other columns out. The revenue is the easiest to find – both for actual and for original budget, as just a multiplication of selling price and units sold is needed. The variable costs are to be filled by the information from the cost per unit column and the info from the original budget column. Profits are calculated last. The revenue, variable costs and fixed overheads are not calculated in the original budget column, so based on the raw data and what is found until now they are done. Profits are calculated last again. Variances come later as they are just the result of subtracting data from the original and actual budget. Finally, the data for the flexed budget are calculated, as results from actual budget and variances.
Table 1. Business performance indicators for Amana Ltd
	
	Cost per unit

(£)
	Original budget (£)
	Flexed

budget

(£)
	Actual 
budget

(£)
	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 second question of part A aims to investigate the whole situation of the Amana Ltd in 2020, based on the performance it shows. The first thing that deserves to be mentioned as an alarming signal is the reduction of the selling price per unit between the original and the actual budget from 25 to 20 pounds. It is a one fifth reduction of the price and, usually such a step should be caused by something important that forced a business to sell cheap. In this case it should be the coronavirus related restrictions that led to a dropdown in the tourists’ arrivals and the company sells souvenirs, so obviously the clients’ pool for them has diminished. 
Another problem can be spotted in the increase of the costs that the company saw. The price of the labour rose by 40 000 pounds annually which is an increase of 10 percent and the price of material rose by 30 000 pounds annually, which is an increase of 6,7 percent. The overhead luckily decreased by 30 000 pounds, but could not compensate the big rise in labour and materials for Amana Ltd, which means that these costs directly hit the profits. Something unusual is happening: while its costs go up, Amana Ltd decrease the prices and it is a very bad practice if been pursued for a long time, because it will bring the business to a fall: if revenue can’t compensate the rising costs.
The third problem is regarding the quantity sold. The actual budget reveals the sale of only 80 000 units, compared to the 100 000 units set in the original budget. It means that the company has difficulties in dealing with the sales as well and should definitely find ways to sell more and, preferably on higher prices than the actual budget it sells on.
2.1. Question 3.
The third question of the Part A of the report requires to provide practical solutions on how the business can act to the worsened performance it sees now. The managerial accounting analysis reveals alarming signs and, according to what theorists suggest, it is crucial for businesses to respond to each alarming sign of the performance of their business in the aim to save it (Griefel-Tatje, 2015, p. 245). 
A very important thing within the business performance analysis is to focus on the variances from the report, as they suggest on how and where the performance of the company differs from the actual budget to its planned original budget (Drury, 2015, p. 71). In the case of Amana Ltd the biggest differences are spotted regarding the units sold and the costs of the materials and labour, as well as the fall of the selling price: basically, there are three major problems and they require at least three recommendations. A recommendation for each problem is addressed as below.
The first recommendation is on the quantity of the units sold problem. Here the basic thing to do is to find ways in boosting the sales: theorists suggest that when the quantity of the units sold drops, a diversification of the channels of selling can be a good decision, e. g. selling in stores and online, or selling through franchisers, etc. (Kuvshinov, 2013, p. 10). In the creative industries as Amana Ltd. is operating, selling online is not unusual. 
Another possible solution in the aim to sell more is to boost the marketing activities which can be much cheaper than diversifying the sales channels: e. g. doing market research on competitors, paying adverts in the web, etc (Hitt, 2007, p. 80). The creative industries more and more rely on digital adverts and it is a path for try for Amana Ltd as well, as people spend more and more hours online. 
The second problem comes from the increased costs for material and labour that the current Chinese manufacturer offers to Amana Ltd. Here the solution is simple: either negotiate with the supplier to decrease the manufacturing costs for the company or just to change it. More and more theorists suggest that China is no more the best place for finding cheap manufacturers as it used to be decades ago (Zhang, 2015, p. 35). So, switching to another destination can be an option for Amana Ltd to find better manufacturing rates as well. 
The third problem for the company is the price. The recommendation here is to rise the selling price of the units by making small changes in the souvenirs it sells, maybe by making a more sophisticated design, etc. Sometimes very small changes help companies to sell on better prices and, in the same time, reveal the adaptability of the business to the market situation (Porter, 1985, p. 31).
2.2. Part 2. Question 1

The Part B of the report is dealing with the options that Mr. Amana has in the aim to boost the sales of his company. Basically, he has two options: the first one is to sell through the own web shop that can be made by upgrading the actual website of the company in the aim to integrate the sales functions there, and the second one is to sell through a reputable platform that allows selling globally by simply registering as a seller there, in this case, the platform is Amazon. Each of the two options has different costs associated with it and they should be considered in the aim to do the right choice. 
The first option includes some different types of costs. The first type of costs are the ones associated with the creation of a delivery network that can allow online sales directly from the website of Amana Ltd and it totals at 150,000 pounds. A certain upgrade of the website will be needed as well in this sense of thought, and it totals at 50,000 pounds. There will be needed also a full-time programmer to support the web shop of the company and their annual salary totals at 35,000 pounds. So, it makes together 150 000 + 50 000 + 235 000 = 235 000 pounds, just to launch the web shop. Through an own web shop Mr. Amana can sell at least 100,000 units yearly. His incomes will depend on the price he will sell them on:
· If selling at 20 pounds as per the actual budget, it will be 2 000 000 pounds of revenue per year.

· If selling at 25 pounds as per the original budget, it will be 2 500 000 pounds of revenue per year.

Advantages or „Pros” of the first option

The advantages of the first option are quite obvious. The first one is related with the level of control that Mr. Amana will have over his business by selling through the web site of his own company. It will give to him the independence to design his sales strategies.
The second advantage of the first option relates to the technical aspect. As the web shop is run directly by the Amana Ltd and that they will have a dedicated professional working on it. It means that the IT specialist of the company will work only on the web shop, so every problem there will be easily resolved.
Disadvantages or „Cons” of the first option

The disadvantages of the first option are also many. The first disadvantage comes to the high price of creating a web shop on the own web site of the company. The total costs for it comprises various types of costs and that makes it a very huge investment in matter of money, amounting at 235 000 pounds. 
The second disadvantage of the first option is that Amana Ltd should handle alone all the costs associated with the marketing and the advertising of the sales. Selling through an own wen site can be quite expensive and a huge advertising is needed for it, including through social media.
As a second option, Mr. Amana can sell through Amazon. There only 50 000 pounds are needed as a fulfillment fee and the company can start directly to sell. In the same time, as the platform is crowded of sellers, Mr. Amana may not manage to see more than 65 000 units. His incomes will depend on the price he will sell them on:

· If selling at 20 pounds as per the actual budget, it will be 1 300 000 pounds of revenue per year.

· If selling at 25 pounds as per the original budget, it will be 1 650 000 pounds of revenue per year.

Advantages or „Pros” of the second option

The advantages of the second option are also clear. The first one is associated with its price – it is a relatively cheap option. The price to start selling through Amazon totals at 50 000 pounds as fulfillment fees and the price of the web shop to be built will total at 235 000 pounds which is almost five times more expensive.
The second advantage of this option is that Amazon is a well-known place and Mr. Amana will have nothing to do with the advertising and the promotion of his souvenirs. His company will have a place there together with many others and users will notice their products while browsing. If these products are good enough to beat competitors – they will be sold. 
Disadvantages or „Cons” of the second option

The disadvantages of the second option are also quite obvious. The first disadvantage is associate with the competition: as on platforms like Amazon competition is very big, usually what determines the success is only the price. So, in some kind, when selling through a popular global platform, the ones who sell cheap get the advantage over the ones who prefer to offer something on a good quality on reasonable, but not the cheapest price. So, in some kind, selling on Amazon may make Mr. Amana to start selling cheaper and cheaper, in the aim to beat the competition, which will slowly eat his profits and even can make the company to sink.
The second disadvantage is that Mr. Amana has no word to say on how Amazon will promote the products of his company. This can be a bit hard for a business leader always to align with the strategies of someone else and, basically to be deprived from his creative word to say on how to advertise his pieces of art that are the souvenirs.

The right choice 
Based on the two options provided, the first one – although it requires higher additional investments – is better than the second one. In the same time, while building his own web site, Mr. Amana can bet on some free or cheaper adverts in social media, free adverts websites and Google words. Apart from it, Mr. Amana can also sell on Etsy.com, a free platform with very minor fees on promotions and adverts, but dedicated to sales of art works and souvenirs.
3. Conclusion 
In conclusion, can be resumed that the management accounting helps businesses to see the real dimensions of their performance and the reasons behind them (Thompson, 2003, p. 114). This cause and consequence nature of the management accounting makes it the best one for decision-making purposes (David,2005, p. 37). 
The experience of Amana Ltd reveals that business fluctuates according to a number of factors, but it also suggests that adaptability is always crucial in the aim to save the company when the company is sinking. So, even the biggest challenges can have a solution and it is up to the people to find it. 
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