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Executive Summary 
Management accounting is crucial for management of business. A manager can use it for measuring business performance and conducting control functions. The study sheds light on performance analysis of Amana Ltd. It is a family owned business that sells souvenirs to tourists in UK. It was operating profitably since last 40 years. However, reduction in performance has been taken place due to pandemic situation. The study includes development or original budget and flexed budget for conducting variance analysis on performance. Recommendations has been provided to Mr Amana for improving performance. Advice has been provided to Mr Amana for operating either by own online shop or operating at Amazon application.      
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[bookmark: _Toc68006674]Introduction 
Management accounting helps managers to take financial and non-financial decisions. It facilitates identification, interpretation and communication of organisation's data. The study evaluates performance of Amana Ltd. It is family owned tourist business that operates in UK. It sells souvenirs to tourists and it has been operating successfully for 40 years. But, Covid-19 pandemic has declined growth and performance of Amana Ltd. The study includes development of monthly control report, performance analysis report and recommendations to CEO of Amana Ltd. Besides, advices has been provided to company for operating either by their own online shop or selling at Amazon Application.   
[bookmark: _Toc68006675]Part A
[bookmark: _Toc68006676](i): Monthly control report
Monthly control reports are developed within an organisation for understanding Company's performance in a particular time period. As per Roychowdhury et al. (2019), financial performance of company can be analysed by help of monthly control report. Such report is developed for understanding performance of Amana Ltd in 2020. It includes brief analysis of original, budget flexed budget and variance in performance.  
Original budget
It is detained financial plan which highlights liquidity, profitability and total expenditure of business in particular time period. As per Nikulina et al. (2019), an organisation can made budget for achieving short-term or long-term objectives. In Amana Ltd, original budget is prepared for operations of 2020.    
	Original Budget 

	For the year ended 2020

	Entity: Amana Ltd

	Specifications 
	Jan(£)
	Feb(£)
	Mar(£)
	Apr(£)
	May(£)
	Jun(£)
	Jul(£)
	Aug(£)
	Sep(£)
	Oct(£)
	Nov(£)
	Dec(£)
	Total(£)

	Revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales  (sale price-£25*Units-100000)
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	2500000

	Costs (Variable)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Materials (£2.50*100000)
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	250000

	Labour (£4*100000)
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	400000

	Overhead (£1.50*100000)
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	150000

	Costs-Total (Variable)
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	800000

	Contribution (£17*100000)
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	1700000

	Overheads (Fixed)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Rental charge of Warehouse
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	200,000

	Insurance charge 
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	100,000

	Warehouse supervisor salary (Fulltime)
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	50,000

	Overheads-Total (Fixed)
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	350000

	Profit
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	1350000





As per original budget, Amana Ltd has £ 2500000 revenue, £ 800000 variable expenses and £ 350000 fixed overheads. Amana Ltd has earned £ 13500000 profit in 2020 as per original budget.  
Flexed budget
Flexed budget is developed at the starting of financial period. It defines actual performance of company. Any increment in profitability and expenditures can be highlighted by flexed budget (Quesado et al. 2018). Development of flexed budget is made for Amana Ltd for financial period of 2020. 
	Flexed Budget 

	For the year ended  2020

	Entity: Amana Ltd

	Specifications 
	Jan(£)
	Feb(£)
	Mar(£)
	Apr(£)
	May(£)
	Jun(£)
	Jul(£)
	Aug(£)
	Sep(£)
	Oct(£)
	Nov(£)
	Dec(£)
	Total(£)

	Revenue
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales  (sale price-£20*Units-80000)
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	133333
	1600000

	Costs (Variable)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Materials (£3.50*80000)
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	280000

	Labour (£5.5*80000)
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	440000

	Overhead (£1.50*80000)
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	120000

	Costs-Total (Variable)
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	840000

	Contribution (£14.5*80000)
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	63333
	760000

	Overheads (Fixed)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Rental charge of Warehouse
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	170,000

	Insurance charge 
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	100,000

	Warehouse supervisor salary (Fulltime)
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	35,000

	Overheads-Total (Fixed)
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	305000

	Profit
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	37917
	455000


As per flexed budget, Amana Ltd has £ 1600000 revenue, £ 840000 variable expenses and £ 305000 fixed overheads. Amana Ltd has earned £ 455000 profit in 2020 as per flexed budget.  
Variances
Variance analysis is process of understanding difference between actual performance and standard performance. An organisation may have positive or negative variance in performance (Hiebl and Richter, 2018). Variance in performance of Amana Ltd has been analysed by help of original budget and flexed budget.    
	Variance Analysis

	For the year ended 2020

	Entity: Amana Ltd

	Specifications 
	Total(£)-Original Budget 
	 Total(£)-Flexed Budget
	Variance(£) 
	Favourable(F)/
Unfavourable(U) 

	Revenue
	 
	 
	 
	 

	Sales  
	2500000
	1600000
	-900000
	U

	Costs (Variable)
	 
	 
	 
	 

	Materials
	250000
	280000
	30000
	U

	Labour 
	400000
	440000
	40000
	U

	Overhead 
	150000
	120000
	-30000
	F

	Costs-Total (Variable)
	800000
	840000
	40000
	U

	Contribution 
	1700000
	760000
	-940000
	U

	Overheads (Fixed)
	 
	 
	 
	 

	Rental charge of Warehouse
	200,000
	170,000
	-30000
	F

	Insurance charge 
	100,000
	100,000
	 
	 

	Warehouse supervisor salary (Fulltime)
	50,000
	35,000
	-15000
	F

	Overheads-Total (Fixed)
	350000
	305000
	-45000
	F

	Profit
	1350000
	455000
	-895000
	U


In Amana Ltd, favourable variance has been found in fixed overhead but unfavourable variance is present in revenue and profit balance. In increment in variable expenses has been assessed which creates unfavourable variance for Amana Ltd in 2020. 
[bookmark: _Toc68006677](ii): Report on Amana’s performance in 2020
Performance report is applied in commercial business in order to analyse its performance in financial period. As per performance analysis approach, each activity and operations are evaluated for understanding financial and non-financial performance (Honggowati et al. 2017). In case of Amana Ltd, actual performance is dissimilar to standard performance. A negative variance has been found in performance of 2020. Therefore, performance analysis report is developed for CEO of Amana Ltd. Performance analyse has been conducted in terms of profitability, fixed & variable expenses, contribution and liquidity position of Amana Ltd in 2020.    
Profitability: Profitability ultimately shows proportion of revenue and profit in business. It signifies success or failure of organisation (Bhimani, 2020). Reduction in profitability of Amana Ltd has been found. Actual revenue and profit is lower than standard profit and revenue. Revenue is £ 900000 lower and profit is £ 895000 lower in 2020. It indicates unfavourable performance of Amana Ltd.       
Sales: Sale is important in business for maintaining strong position in market. Amana Ltd’s sale has been declined to £ 1600000 from £ 2500000. It indicates unfavourable sales position of Amana Ltd. It means sale of souvenirs to tourists has been reduced during pandemic. Reduction in sales shows declining competitive edge of businesses (Bedford and Speklé, 2018).    
Liquidity: Liquidity position in business signifies presence of cash balance for meeting daily business needs (Ax and Greve, 2017). In Amana Ltd, a higher expenditure has been found as per flexed budget. A higher expenditures means higher cash outflow. But, lower revenue and profit means lower cash inflow in Amana Ltd. Such reduction in liquidity adequately impacts on financial position of business.  
Contribution: Contribution is amount of earnings left in business after all direct expenditures are paid. As per Bui and De Villiers (2017), contribution is calculated by accrual basis accounting. In Amana Ltd, contribution has reduced by £ 940000. It indicates unfavourable performance of Amana Ltd per contribution. 
Fixed overhead: Fixed overheads are those expenses which do not fluctuates as per level of production. In case of Amana Ltd, favourable variance has been found in warehouse expenses and fulltime warehouse supervisor. It shows good performance of Amana Ltd as per management of fixed overheads.    
Variable expenditures: A fluctuation in variable expenditure can be found according to changes in production level (Cescon et al. 2019). An unfavourable performance of Amana Ltd has been found as per variable expenditures. Material cost is increased by £ 30000 and labour cost by £ 40000. It declines profitability of Amana Ltd.  
[bookmark: _Toc68006678](iii): Recommendations to Amana’s CEO
Amana was operating profitably in last 40 years. But, performance of venture has been declined due to pandemic. An unfavourable variance has been found in revenue, net profit and variable expenditures. Recommendations for improving performance are provided to Mr. Amana, CEO of Amana Ltd are as under:
Revenue: A reduction in revenue position of Amana Ltd has been found due to low number of tourists in pandemic. It can be recommended to Mr Amana that selling souvenirs on an online platform would help in attracting more customers. It would also helps in serving large amount of customer base in world. 
Variable expenses: Mr Amana should focus on reducing variable expenses in business. As per flexed budget, a higher variable expense is made by Amana Ltd which has declined contribution on sale. Hence, making significant reduction in variable expenditures would help in maintaining higher contribution on sale. 
Fixed cost: In overall performance of Amana Ltd, favourable performance of venture has been found as fixed overhead in flexed budget is lower than original budget. However, Mr Amana must try to minimise or maintain consistency in fixed expenses in order to enhance profitability in financial year.  
Profit: Profit is financial gain obtained by an organisation in particular period. In case of Amana Ltd, profitability of venture is declined in 2020. Thus, Mr Amana must try to utilise adequate strategies and financial plans for boosting sale and increasing profit for the year. 

[bookmark: _Toc68006679]Part B
[bookmark: _Toc68006680](i): Analysis of Mr Amana’s decision to go online
Amana Ltd is family owned business that operates in UK. The company sells souvenirs to tourists and was operating profitably from last 40 years. However, Covid-19 outbreak had created significant losses and reduction in performance for the company. CEO of Amana Ltd, Mr Amana has found that most of the competitors are selling their product at online platform. It helps in catering customers of US, Europe and UK. In order to streamline operations in online platform, Amana Ltd is require to move 50% of its operations at online platform. However, setting business online requires suitable changes in Amana Ltd for instance cost of setting-up delivery network, upgrading current website, maintaining IT programmers and maintaining technological advancement. However, Mr Amana has option either to make sale at own online platform or selling at Amazon application. If Mr Amana operates by help of own online shop, Amana Ltd can sell directly to large customer base. Besides, selling at Amazon application requires payment of Amazon fulfilment fees. Amana’s decision of selling at online platform would be profitable for Mr Amana. Similar to key competitors, MR Amana can serve customers of UK, US and Europe which would bring higher profitability to Mr Amana.         
Amana Ltd can gain many advantages by operating at online platform. The main advantage of operating online business is cost difference when setting traditional based business (Alabdullah, 2019). Setting business at online platform help in reducing excess staff and helps the business in delivering products & services to wider range of customers. However, Amana Ltd would require strong internet connectivity and supporting systems in order to operate in online platform. Thus, any deviation in supporting system and internet connectivity tends to decline performance of Amana Ltd. If the company operates at Amazon application, there would be many similar suppliers and business. This would help the commercial business in functioning fruitfully with sophisticated customer base. Numerous competitor of Amana Ltd has operates at online platform that would decline growth rate of Amana Ltd.  It would create ample competition for Amana Ltd at an online market. In order to opt for a suitable online platform to operates, benefits, and drawbacks and cost constraints of online platform is require to analyse by Mr Amana. As opined by Berg and Madsen (2020), an organisation can conduct competitive analysis for operating feasibly in market. Operating at online market includes lots of competitors of Amana Ltd. So, conducting competitor analysis would help Mr Amana in making adequate business strategies.              
[bookmark: _Toc68006681](ii): Advice for setting own online shop or selling on Amazon 
Operating at online platform act as profitable decision of Amana Ltd. In this regards, Mr Amana can operate either by developing own online shop or operating at Amazon application. For developing own shop at online platform requires setting delivery networks at £ 150000, upgrading current website for handing large sales volume at £ 50000 and hiring IT programmer at £ 35000 per annum. Therefore, setting business at online platform requires £ 235000 total cost. Setting own shop in online market would provide guarantee of 100000 unit sale at annual basis. Setting own business at online platform would provide greater control of Mr Amana in products. The company can set prices as per the cost structure and develop pricing strategy as per the requirements of business. Return policy is also would be under control of Mr Amana. So, operating with own online shop would be profitable for Amana Ltd. Besides, operating by help of Amazon app requires payment of £ 50000 Amazon fulfilment fees. But, operating on this platform would bring ample competition to Mr Amana. So, total cost of setting business at Amazon platform is £ 50000. Souvenirs of Amana would face high competition with existing operators of the platform. This platform would provide guaranteed sales of 65000 unit annually. But, unit sale can be increased as per demand of Amana Ltd’s products on Amazon app.   
Considering plan of setting online shop, it requires development of delivery network which is not required for operating at Amazon app. In case of Amazon platform, payment of fulfilment fees is require for operating feasibly. Such payment is not needed for setting own online business. Mr Amana is require to maintain skilled IT based employees and IT programmers which may increase fixed and variable expenses of Amana Ltd. Such expenses are not required for operating on Amazon app. In case of own online shop, Mr Amana can sell minimum 100000 units of products each year. But, Amazon app provides surety of 65000 unit sale. Increment in sale would only take place if demand of Amana Ltd’s products rises on Amazon app. So, operating at own online shop looks more profitable project for Mr Amana. Besides, threat of competition is higher at Amazon platform as compare to own online shop. The company would not have higher control over pricing and return policy at Amazon platform. So, it can be advised to Mr Amana that operating with own online shop would be more beneficial for the company as compare to operating at Amazon application.          


[bookmark: _Toc68006682]Conclusion 
Management accounting is used by managers of commercial business. It facilitates long-term and long-term decision making in business. Amana Ltd was operating viably from last 40 years. But, reduction in performance was taken place due to Covid-19 pandemic. Development of original and flexed budget shows unfavourable performance of venture in 2020. A declining performance was analysed due to unfavourable profit, revenue, variable cost and contribution. Favourable balance of fixed overhead has been found in Amana Ltd. Use of adequate strategies and financial planning would help Amana Ltd in dealing with adverse performance. Operating at own online shop would be more beneficial for Mr Amana as compare to operating at Amazon application.      
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