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Executive Summary

The economies of the world are now instead of taking steps to expand the business and security of budget are now making efforts to provide medical aid due to Covid- 19 pandemic. This year is badly hit by this pandemic and has led everyone to focus on the needs of the future. Various country's government are helping industries also along with their people. But this help can be for a short period not throughout life.
With the help of analyzing the variances with the use of flexed budget and to take decisions relating to the reframing of strategies of the business for the conditions after this pandemic, we will study how this pandemic has affected the business adversely in this assignment.
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Assignment
PART – A
i) [bookmark: _Toc66901174]Control Report every month
Being at the managerial position in Amana Limited, I present the report showing the change in the situation of the company's business after this pandemic with the help of actual budget and Flexible Budget along with computation of variance for the pandemic’s impact analysis.  (Holtzman, 2021) The adjustments of different parts of budget because of the changes in the situation from what was calculated at the time of making actual budget like variance in components of cost or variance in price or changes in the volume of sales is called as Flexed budget. (CFI, 2021)
Control Report every month
	Particular
	 Original Budget  
	 Flexed Budget 
	Variance

	
	
	
	Amount
	Percentage

	Sales (in Units)
	           100,000 
	                80,000 
	        20,000 
	20%

	Price of sale (Each Unit)
	                       25 
	                         25 
	                 -   
	0%

	Sales (in Value)
	         2,500,000.00 
	          2,000,000 
	    500,000.00 
	20%

	Cost which is Variable:
	 
	 
	 
	 

	Cost of Material
	           250,000.00 
	             280,000.00 
	      (30,000.00)
	-12%

	Cost of Labour
	           400,000.00 
	             440,000.00 
	      (40,000.00)
	-10%

	Overheads
	           150,000.00 
	             120,000.00 
	        30,000.00 
	20%

	Contributions
	         1,700,000.00 
	          1,160,000.00 
	    540,000.00 
	32%

	Overheads which are fixed
	 
	 
	 
	 

	Warehouse rentals
	           200,000.00 
	             170,000.00 
	        30,000.00 
	15%

	Insurance
	100,000.00
	100,000.00
	                 -   
	0%

	Fulltime warehouses salary of supervisor
	50,000.00
	35,000.00
	        15,000.00 
	30%

	Profits
	         1,350,000.00 
	             855,000.00 
	    495,000.00
	37%

	Profits (per Unit)
	                 13.50 
	                   10.69 
	 
	 



Hence it can be concluded from the above analysis that there is fall in profits of the company by thirty-seven percent and even sales are also falling by twenty percent. (Chen, 2020)

ii) Report on Amana’s Performance
Introduction

The tourism industry is badly hit by the pandemic Covid-19 and no tourists were there. The Company, Amana Limited is operating smoothly for the last forty years and these years had assisted a lot in learning the facts of the industry of tourism. The year 2020 has faced the adverse impact of this pandemic and hit the whole economy badly and can't think of increasing the revenues. However, the company has earned good profits despite this pandemic situation and we will analyze the performance of the company in this report.  (GreyCampus, n.d.)

Main Body

There is a low sale by twenty percent than what was expected in the original budget. It was expected that the company will be able to sell ten thousand units of souvenirs to visitors at the time of their visit to different places of England, however, only eighty thousand units were sold in actual. However, the original sales do not discourage that much or demotivates. While comparing the original budget and the flexible budget there has been a reduction in overheads which are variable by twenty percent and further there has been an increase in material cost by twelve percent and labor cost by ten percent. The variance in labor, material, and variable cost over the contribution is thirty-two percent negative which states that there is a reduction of thirty-two percent in contribution from the budget which is actual. But the expenditures which are variable are proportionate to sales or production of the company but as there is the reduction in the quantity of sales so the expenditures which are variable are to be decline but in this case it does not happen,  there has been increasing cost of material or labor because of Covid-19 but despite that the company has made savings of £ 30,000 from overheads which are variable as well the company has made savings of £ 45,000 in case of overheads which are fixed also. Fixed overheads are those expenditures that are fixed or constant and do not have any impact on production or sales of the company. This represents that the company has saved a good amount from overheads where the economies are badly affected and making efforts for generation of revenues. This has an impact on the profits of the company which is reduced to £ 855,000 in comparison to £ 1,350,000 which was the estimated profit which is thirty-seven percent less than the profits which are estimated. The company is capable of managing this pandemic situation and is making a profit of £ 10.69 per unit of souvenir sold to the visitors.

Conclusion

The pandemic outbreak has made the year 2020 an unprecedented year as it has affected the economies of the countries adversely and each of the industry is facing downfall or decline in its revenues. The tourism industry was also sailing in the boat as there were restrictions by the government to move or travel from one place to another and even people were not willing to come out due to this pandemic, they are afraid of getting affected by this pandemic despite this the company has earned a good amount of profits which is motivating and. The business will again boom once everything returns to the normal level and will be able to generate the targeted profits of the company.

iii) [bookmark: _Toc66901176]Recommendations 

With changes in business scenes due to the outbreak of Covid-19, the company is required to adapt with new methods of production, products, and business to cope with its competitors and to sustain in the market for a long period by giving utmost satisfaction to the customers. The company cannot stick to the traditional approaches of the business and production and is required to change its mindset. The following are the suggestions to improvise and innovate the methods of production to the CEO of Amana Ltd. as under:
 
1. The facility of E-commerce: The company may think of offering the products online and operate its business through online mode. Because of the pandemic, the tourists are not able to visit the locations because of the restrictions laid down by the government and lockdowns also but they can purchase the products online and even the styles of shopping of people nowadays have changed. They prefer to purchase online instead of purchasing the products from physical stores. So the company can give a thought to do the business to sell its products through online mode.  The company can make its website updated and upgraded it to make it able to collect the orders from consumers online globally with the use of different marketing tools available for upgradation of the website. The company can become a partner or can be associated with the various shopping portal available for placing online orders such as Flipkart, Amazon,etc. With this, the company will have consumers worldwide and can enhance its revenues by raising its sales.  (Kirsch, 2018)

2. Enhancing the products: The company is having a long experience of forty years in the tourism industry. It can offer certain products in addition to its existing products following the place where it is operating its business thereby enhancing its product mix. The company may provide guidelines for the visitors like the famous destinations, restaurants, and hotels, monuments, etc. of the particular locations. Along with this, the company may upload the videos related to its place and locations so that can get a better idea of the place for physical delivery of the products to sell the products through online mode. (LaMarco, 2019)

3. Association with peers of the industry: The association with the peers of the industry, the company can provide many more services and products to the consumers like transportation, hotels, and motels, restaurants, guidelines for visitors, shopping products, etc. so that both the company and it's associated partners can get the advantages from these associations. The company, Amana Limited with its associated partners can provide more products to the visitors along with attracting the tourists for visiting the places.  (Su, 2017)

4. Offering discounts and sales price: The company can offer few discounts to its consumers which will attract them or a reduction in sales price which may result in a rise in sales volumes of the products offered through online mode. This is also reported in above case that the company is not offering discounts and even not reducing the prices in such pandemic situations of Covid -19 even. (Thompson, 2021). Therefore these discounts and price reduction can help in creating more customers. 

5. Buying from other distributors: The company is selling souvenirs which are produced by the Chinese manufacture who are manufacturing the souvenirs as per the designs stated by Amana Limited. The company may go for purchasing the same within the county from local manufacturers so that it will not cost that much as the imports from the country like China attracts the import duty in large amount and the government has even restricted the imports from China. By exploring the manufacturers within the country will be a cost-effective measure which reduces the cost of import duties. Thereby result in increase in revenue .

The economies of the world are hit adversely by the pandemic Covid- 19 pandemic and it may take time for the tourism industry to be back to its normalcy.Therfore the Company, Amana Limited is required to focus on the above recommendations for improvisations and innovations to attract more consumers and to increase its revenues.










[bookmark: _Toc66901177]PART – B

i) [bookmark: _Toc66901178]The decision to go online 


As the pandemic has not gone and its remedies are still developing, therefore, situations are not in control, and because of this the government has restricted the movement of the public from one place to another, and even in few countries lockdowns are also prevailing there. The economies of the whole world are badly affected by this pandemic Covid- 19 pandemic. Domestic and international flights are restricted. Because of all this, there are no tourists as the fear to get affected by pandemic exists in the mind of people and due to this, it will take time for the tourism sector to reach normalcy. 

This pandemic has resulted in a change in the shopping style of the customers. They are preferring to purchase products through online mode. Till the time pandemic goes away, this style of shopping will be changed totally and they will switch totally to purchase the products online in place of purchasing the same through physical stores.

Additionally, few are the advantages of shifting to online portals for offering its products as the competitors of the Company, Amana Limited have started to sell their products online. This also will provide the access to customers worldwide without any location restrictions and barriers. It is cost-effective as well as saves the time for the customer to compare and assess the products themselves in comparison to buy them from the existing physical stores.

With the reference to all the aforementioned things, Amana Limited must go for offering its product through online mode to sustain in the market and to compete with its competitors.



ii) [bookmark: _Toc66901179]Own online Shop or sell on amazon


Supposing that Amana Limited is going to sell its products online. With this, the company has to move fifty percent of its sales online and to close its city center branches at Birmingham, Manchester, and Brighton. There are two possibilities for the company to sell online firstly its website or online portals of shopping like Flipkart and Amazon etc. The following are the comparisons to make decisions on an of the one possibility:

1. Guaranteed sale: In the case of selling through its own website there is a guaranteed sale of one lakh units whereas selling directly on Amazon gives guaranteed sales of Sixty-Five thousand units. In such a case, there are more revenue earnings in the case of selling the products through own website in comparison to selling the products through online shopping giant like Amazon. There is more guarantee sales in case of selling the products through own website 

2. Cost Involved: The company selling through its own website involves the following cost as under: 
1) Setting the delivery network at Cost of £150,000 which is one time cost.
2)  Upgrading cost of website - £50,000 which is one time cost.
 iii) Salary of a fulltime IT programmer - £35,000 per annum
Whereas selling through an online portal Amazon involves onetime cost as an Amazon Fulfilment fee of £50,000.
From the above cost involvement analysis of both options of selling the product through own website and through the online shopping portal i.e. Amazon, selling through Amazon seems to be cost-effective as in involves only one time cost of £50,000 as fulfilment fee.

3. Cutthroat Competition: There is cutthroat competition in the market for selling products online. Many of the competitors of the company have entered into market by sellignthe products through online portals. It makes mandatory on the part of the company to make the product unique and to be innovative to attract the customers to purchase its products in comparison to its competitors. The products on the website for sale make it difficult for the customers to compare the products as required to access more websites to make comparison with other products available.
 
4. Control over Policy of Return and Pricing: On the Amazon portal the prices of the products are decided on the basis of the number of units sold, therefore seller has no right to fix the price according to him and along with this the Amazon has its return policy for the product, here also the seller will not be having the right to have its own return policy. However, in the case of selling the products through its own website, the seller may keep his own price and return policy along with that he can offer discounts, different ways of discount and other related actors can also be in the control of seller. In case of selling the products through online portal Amazon, the company is bound to follow its pricing and policies of return also.

5. Creation of the base for customers: In case of selling the products online through own website, the company may have to use many marketing tools for creating the base for the customers and have to make a lot of efforts for attracting its customers . However, in the case of selling the product through an online portal like Amazon, the company need not put efforts into creating the customer base as Amazon have already a large customer base.


The Company, on the basis of the above comparison of two options available, Amana Limited should choose to sell the product through the online portal like Amazon as it is smooth operation its business from last forty years and is well known in its area but for creating the customer base worldwide the option of selling through Amazon is cost-effective. After creating a good base for customers, it may shift to selling through its own website therefore simultaneously it should concentrate on upgrading its website also so that at right time it can shift to this mode of selling. 





	

References
CFI, 2021. Variance Analysis. [Online] 
Available at: https://corporatefinanceinstitute.com/resources/knowledge/accounting/variance-analysis/
[Accessed 17 Mar 2021].
Chen, J., 2020. Budget Variance. [Online] 
Available at: https://www.investopedia.com/terms/b/budget-variance.asp
[Accessed 17 Mar 2021].
GreyCampus, n.d. Performance Reports. [Online] 
Available at: https://www.greycampus.com/opencampus/certified-associate-in-project-management/what-is-a-performance-report
[Accessed 17 Mar 2021].
Holtzman, M. P., 2021. How to Implement a Flexible Budget. [Online] 
Available at: https://www.dummies.com/business/accounting/how-to-implement-a-flexible-budget/
[Accessed 17 Mar 2021].
Kirsch, A., 2018. 9 Things You Need to Know Before Selling on Amazon in 2019. [Online] 
Available at: https://www.volusion.com/blog/selling-on-amazon-review/
[Accessed 17 Mar 2021].
LaMarco, N., 2019. The Advantages & Disadvantages of a Business Using the Internet for Business Activity. [Online] 
Available at: https://smallbusiness.chron.com/advantages-disadvantages-business-using-internet-business-activity-27359.html
[Accessed 17 Mar 2021].
Su, B., 2017. Should I sell on Amazon or through my own website?. [Online] 
Available at: https://medium.com/analytics-for-humans/should-i-sell-on-amazon-or-through-my-own-website-78b9e2b5a729
[Accessed 17 Mar 2021].
Thompson, J., 2021. Is Your Business a Good Fit for Amazon?. [Online] 
Available at: https://www.bigcommerce.com/blog/what-to-know-before-selling-on-amazon/#how-different-business-models-work-on-amazon
[Accessed 17 Mar 2021].


