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Introduction:

In Business operation, budgeting plays a vital role. Since the main motive of a business organization is earning a profit, the significance of calculation and distribution of money can not be denied. This budget could be kept in a different way to be more efficient in the operation of production and other additional activities. Here, the flexible budget actual budget and original budget of a company named Amana Ltd. Is going to be analyzed by making a control report and recommending the best alternative in the pandemic situation with proper and logical feedback. 

Answer 1: 

A budget is a financial plan that estimates the revenue expenditure for a specific period in the future through maintaining an organized and proper operational record (Nicholas, Clark and Her,man, 2016). This budget needs to be predetermined to check it to the future actual earnings and expenses. Then it is analyzed whether the finances are managed according to the plan or not. If not what is the reason, what is the source of that variance is evaluated and monitored. If the situation gets unfavorable then the cost is controlled through proper strategy where the amount of loss and profit in separate fields are discussed. But if the actual cost occurred is less than the planned budget, it shows that the work has been done efficiently and is an indicator of great performance (Weygandt, 2018). It is a favorable outcome. Variance is the factor here for measuring the difference either positive or negative. So, It's a great and important indicator of implementation. 

1) preparation of monthly control report of original and flexed budget and calculation of variance: 
The monthly control report of the budget for producing 100000 units of souvenirs and the flexed budget for 80000 units with decreasing sales price has been displayed below with the variance:  

Control report (Monthly) 

	
	Original budget (1)
	Original budget % of revenue  (2)
	Flexed budget (3)
	Variance (1-3)

	Units
	100000
	-
	80,000
	(20000)

	Selling price 
	25
	-
	20
	(5)

	Revenue 
	2500000
	-
	1,600,000
	(900000)

	Variable cost :
	
	
	
	

	Materials 
	250000
	250000 / 2500000 = 10%
	1600000 * 10% = 160000
	90000

	Labor
	400000
	400000 / 2500000 = 16% 
	1600000 * 16% = 256000
	144000

	Overhead 
	150000
	150000 / 2500000 = 6%
	1600000 * 6% = 96000
	104000

	Contribution 
	1700000
	1700000 / 2500000 = 68%
	1600000 * 68% = 1088000
	(612000)


A flexible budget anticipates the cost of production at a different level of outcomes of production. In different levels of sales, a flexible budget flexes the static budget to allow management to evaluate how the amount changes over the volume change (Adilli, 2020). In this problem, there is 100000 unit which is supposed to be produced. But actually,  the production is 80000 units which variance of 20000 negative. Now, taking further calculation based on 80000 is what a flexible budget does. If observing the selling price, we see a £5 negative variance here as well. Original was £25 and actual £20. Which makes a total revenue of (80000 * 20) = £160000 as per flexible budget. The variance here differs unfavorably for £90000 than the original budget. Now, the flexible cost will be allocated in proportion to the original budget planning. For example, in the original budget, materials were subjected to occur an expenditure of 250000 which is 10% of the original budget of 2500000. So the flexible cost of materials will be 10% of the flexible revenue which is ( 1600000 * 10% ) = 160000. The material cost decrease from 250000 to 160000 which is a positive variance of £90000 in a decrease of a unit of sales 20000. Similarly, the labor cost decreased from £400000 to £256000 due to reduced unit sales, The 16% of revenue. Overhead cost becomes £96000 from £150000 proportionate to 6% of flexible budget revenue. All these modified calculation makes a contribution margin of £1088000 which was £1700000 before according to the original budget. So, there is a negative variance of £612000 [ 900000 - 90000 - 144000 - 104000 ]. as the flexed expenditure affects the variable cost, not the fixed portion of any production process, the fixed cost is remained constant (Hao, Xia,o and Chon, 2020). 

So, the monthly Control report shows that, though the expenditure in the flexible budget is less than the original budget, due to reduction in revenue there is an overall unfavorable situation. Now the flexible budget is prepared to compare with the actual sales and analyze the performance of the business operation. 

2) performance report of Amana:
Previously, through the flexible budget statement, the original budget for 100000 units has been transformed and newly improvised in a budget for 80000 units. the flexible budget above shows what should be cost for 80000 units and now the actual cost of those 80000 units are going to be evaluated. This comparison gives a better and clear outlook of the organization's overall performance as the base of volume is identical. 

In Covid-19, all the social, economic, and environmental entities have gone through a tremendous transformation. Where social connection is based on online platforms avoiding all types of human physical interaction, the economic condition becomes much haphazard (Adithya and Girigoswami, 2021). Due to not having free access to foreign trades, the actual cost of almost everything increased which resulted in a wrong estimation. Amana Ltd. Has lost Its market due to the same reason of pandemic. The sales have been declined and so the actual budget of 80000 units and flexed budget are compared below to compare the performance. 

As the sales are (20 * 80000) =  £1600000, instead of ( 25 * 100000 ) = £2500000, the reduction in sales revenue shows an overall negative result in the performance of Amana Ltd. But there are different aspects of these total negative  impact on the budget which is going to be demonstrated below: 

	variable cost total
	Actual budget per unit cost (2)
	Flexible budget per unit cost (3)
	Variance per unit (3-2)
	Total variance 

	Material cost per unit
	280000 / 80000 = 3.5
	160000 / 80000 = 2
	(1.5)
	(120000) unfavorable 

	Labor cost per unit
	( 440000 / 80000 ) = 5.5
	( 256000 / 80000 ) = 3.2
	(2.3)
	(214000) unfavorable 

	Overhead cost per unit 
	( 120000 / 80000 )  / = 1.5
	( 96000 / 80000 ) =  1.2
	(0.3)
	(24000) unfavorable 

	Contribution margin 
	( 1160000 / 80000 ) = 14.5
	( 1088000 / 80000 ) = 13.6
	(0.9)
	(28000) unfavorable 


Though the variable costs are above the expected level, the fixed cost has been decreased to some extent. The rent of the warehouse has decreased from £200000 to £170000. A full-time Supervisor salary was also reduced by 15000 and Insurance remains unchanged. These changes of fixed cost do not vary from unit to unit. So it is calculated separately. 

	Fixed Overhead:
	Actual budget  
	Flexed budget 
	Variance ( 3 - 2 ) 

	Rent of Warehouse 
	170,000
	200000
	30000 Favorable 

	Insurance 
	100,000
	100000
	-

	supervisor salary
	50,000
	35000
	15000 Favourable 


The overall performance of Amana Ltd. Is quite declining like the whole economy. The variable cost has increased in every single sector. Direct material, direct labor and manufacturing overhead have been increased by £120000, £214000 and £24000 respectively. Again, the revenue has decreased by ( 2500000-1600000 ) = 900000 which create a huge loss ultimately. So, the performance is negative and the cost drivers an unfavorable way during this pandemic.
3) recommendations for Amana's area of improvement:

Amana Ltd. Is a family-owned tourist business that sells souvenirs to tourists. Though it has earned a huge success in previous years of its operation, the pandemic and the strict lockdown has made everything more difficult for them and survive the loss due to the lockdown as the tourism sector is one of the most affected sectors in this pandemic (Covid-19: Impact of Lockdown on Tourism & Hospitality Industry, 2021). The Covid-19 outbreak has restricted the transfer of products. So, even Amana can not import souvenirs from China. At this point, the loss will rise surely as the materials are out of stock. And so, Amana Ltd needs to think about their strategy to rebuild. Firstly, Amana can look for local souvenir-making companies. Which should be cost-effective and of good quality at the same time. If there is a lack of possible options, Amana Ltd should open their souvenir manufacturing organization as an extension. As Amana is a big organization with a lot of capital, it should manage its finances and if necessary taking a loan to rebuild Its own manufacturing business instead of depending on the outside. And if It's not possible, Amana Ltd. Should go for a supplier company with good reputation. As the price is increasing in every separate part of variable cost, cost minimization should also be kept in mind while choosing suppliers. Secondly, Amana Ltd needs to research its design and make something new to capture the market. When any unique and new product is introduced in a market, the attention of customers can be grabbed instantly. The new product should be sustainable, unique, and user-friendly while being cheap is the main priority in this phase of economic downfall. Again, working efficiency should be ensured as many employees with less work ultimately rise unnecessary costs (Adilli, 2020). So, as a manager, I would recommend Amana Ltd. To rethink Their strategy on the above issue to come back in the business. 

Answer 2

Analysis of Amana's decision and advice of the best alternative:
In the 21st century, the technological revolution is considered the biggest revolution. Now, everything is available on the internet, whether it is data or products and services. online becomes a huge platform for everything and it can conquer the obstruct of place time and knowledge. In this pandemic, many businesses have taken the opportunity to enter into an online business platform. To make the promotion more effective, online is a huge platform (Assaf and Scuderi, 2020). Covid-19 has accelerated the possibility of expansion in existing business activities offering a place for new small businesses to emerge. Even the customers can get varieties of options from where choosing the best product is much easier. online sales to $26.7 trillion in this lockdown and Coronavirus pandemic (Qtaishat, 2021). studies also show that there is a 27.9% increase in online business activities in the year of20 alone (Jahangir Alam, 2020). and it is gaining mother position with 30.8% in this year 2nd quarter. In this vast opportunity, if any business remains primitive, then it is difficult for the business to sustain let alone prosper. As Amana Ltd has faced loss during the pandemic, and sales have reduced drastically, it is high time it should enter into the online streamline business. So, closing some of Its branches to open to streamlining business is a good idea. 

Mr. Amana has 2 options while joining an online business and both of them have some characteristics. so, discussion about two options and the cost-benefit analysis is required to reach any conclusion and choose the best option. In 1st option, Amana Ltd. Will open its website and sell products through its channel. This needs- the cost of delivery network worth £150000, upgrading the current website to handle a large volume of sales worth £50000, the salary of a fulltime IT programmer who will continuously monitor the sales worth £35000 per annum. So, there is a total cost of £235000 cost which gives a benefit of 100000 units of increase in sales. The other benefits are, having the company’s website can possess full control over the marketing process. 

The second option is, going to one of the largest online brands, Amazon, to promote their sales and business. selling through the Amazon website instead of Amana Ltd own website cost it £50000 fulfillment charge. In this £50000, amazon offers to sell 65000 units of products which are guaranteed, and if the demand increases, even more sales could be possible. The only problem is, the pricing and return policy would be in control of Amazon.

Looking at both of the options, my suggestion will be to go for collaboration with Amazon. First of all, it is cost-effective to sell through the Amazon website as there is a cost-saving of £235000 - £50000 = £185000. If calculated in percentage, ( 185000 / 50000 ) = 370% cost is needed to incur only (100000-65000) = 35000 extra sales which is not even confirmed for selling due to the long term pandemic. though, the opportunity cost of choosing 2nd option is the absence of controlling power over pricing and return policy (Parker, 2020). Amana Ltd. Will be no longer able to decide the process of selling and pricing if it appoints Amazon for it. 

As pandemic has made all the business economically weak, there is not required to take this big risk and open own website while same benefits can be gained from other intermediaries. Besides, the reputation and goodwill of Amazon will help to expand the promotion even more than the regular ordinary website. If talking about the cons, the only problem is Amana can not control the pricing and return policy, he will just the product, and the rest of the work will be done through Amazon. But this problems opportunity cost can not be £185000. Now, just after entering the online streamline business, Amana Ltd should not expect to capture all the market as they have little knowledge compared to Amazon. so, letting amazon do a selling strategy on behalf of them is not a bad idea. And another point is, Amana wants to offer 50% of its business online. This means 50000 units sold is enough. But, if they open their website there is an access opportunity of selling 100000 units which may not be the matching with the demand. Where through Amazon 65000 units can be sold with a guarantee. So, based on sales volume also, Making Amazon an agent for sales activities is a good option rather than opening Amana Ltd's website in the first place.
Conclusion:

Online is a great platform proven in the last few months of the coronavirus pandemic. Through utilizing it diligently, businesses can again get back to the track from where it has been lost due to the outbreak. But it is necessary to be alert in using this tool because many frauds can also occur through this digital platform. Still, in these difficult days of social distancing, by using the digital platform intelligently, any business can move forward. So, Amana Ltd. Should choose to go for digitalization to make a far better way of revealing to opportunities. Especially, being a novice to this sector, it should avoid risk and make Amazon responsible for promoting and selling their products instead of opening a website on Their own. It would minimize their cost increase their credibility and reduce their work pressure at the same time.
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