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Introduction:
With this report, I will draw your attention to the activities of AMANA GROP in 2020, during which we were all put before the test of the pandemic by COVID 19. In Part A based on the control report submitted, covering the original, flexible, and actual budget, the key variations variances will be calculated and based on these calculations, an assessment of the reviews using relevant costing will be made. After analysis of the data and assessment of the situation, recommendations will be given on the business of the organization in question. However, in Part B we will get acquainted with the future of AMANA GROUP and after analysing the pros and cons, a decision will be taken on the direction in which the organization will work in the future, given the complex and dynamic picture of the business on a global scale.
Who are AMANA GROUP?
Amana is a family-owned company operating across the UK and in particular London, Manchester, Birmingham, and Brighton. Their activity consists of selling souvenirs to visitors across the UK. Amana Ltd. works with a Chinese manufacturer that makes their souvenirs according to their design. Their business has been quite successful for 40 years and it can be argued that they know well how to overcome obstacles in this type of trading. In their business everything went smoothly until the pandemic hit. A significant drop in their revenues was reflected in April 2020, when a lockdown and complete isolation was imposed in the country, which hindered the free movement of tourists for the Easter holidays. After this difficult time, there was a movement in sales during the summer season, but the subsequent isolation around Christmas and in 2021 totally spent all revenues from the summer of the previous year.
PART A
Let us look at what the data from the Amana LTD budget table shows. We have given the data of the original and actual budget of the company.
    1. Monthly control report. Based on given information calculation was made in order to prepare the monthly control report showing original budget, flexed budget, and variances. The flexible budget is what revenue should have been for the actual production in sales and is a critical tool in effective performance evaluation. 
In a separate column, I record the unit cost of a product. The values are taken from our original budget. Once we have the unit cost of a product, we calculate the consistency of the values of the revenue, for each costs of variable cost: for materials, for labour, for overheads by multiplying the units (£100,000) by costs per unit. Only Fixed costs remain the same.
	Items
	Cost per unit
	Original
Budget (£)
	Flexible 
Budget (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80.000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	400,000UF  
(20%)

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	80,000UF
(40%)

	Labour
	4
	400,000
	320,000
	440,000
	120,000UF
(38%)

	Overhead
	1.50
	150,000
	120,000
	120,000
	0(NO CHANGE)

	Contribution
	17
	1,700,000
	1,360.000
	760,000
	600,000UF
(44%)

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	200,000
	170,000
	30,000F

	Insurance
	100,000
	100,000
	100,000
	100,000
	0(NO CHANGE)

	Fulltime supervisor salary
	50,000
	50,000
	50,000
	35,000
	15,000F

	Profit
	
	1,350,000
	1,010,000
	455,000
	555,000UF



 Now it is easy to find the profit by extracting the fixed cost from the contribution. The result of the profit from the Original budget is £1,350,000. The next step is to prepare the Flexible budget. Flexible budget makes a comparison between an original budget and actual results. Variances are then calculated to measure how the business performed each time. To calculate a meaningful variance, it will be necessary to flex the original budget before comparing it to the actual. The variance will need to be investigated to explain why and how it occurred (Flexible budgeting and cost behaviours, n.d.).
2. Analysis of Amana’s performance for 2020 year.
“When a business constructs a budget, it could construct one single budget which is known as a fixed budget. This process means changing a budget to allow for different sales levels and allows more realistic variance analysis at the end of the financial period in question. The reason it is more realistic is because it is a more ‘like for like’ comparison” (Pickering, 2017).
After the calculation was performed and presented in the table above, the following conclusions are reached, for budgeted sales figure per unit of £25 the real sales income of £1,600,000 is £400,000 less than this amount, resulting in a negative variance. The budgeted sales price per unit was £25; but, as we look at the real numbers, the average sales price per unit was £20 (£1,600,000/80,000). The following are some possible causes of a variation of this nature:
· Since the customer got a discount, sales fell short of expectations. This discount could be permitted due to increased purchases, resulting in a volume purchase.
· The original purchase price had to be reduced to stay affordable.
·  Damaged products were available at a cheaper price;
Material- This type of variable expense can be flexed in the same manner as advertising income can. The real cost of £280,000 is £80,000 more than the flexed cost, resulting in an £80,000 negative variance. Any possible reasons for such a variation include a change of supplier, a higher sales price, or higher shipping costs.
Labour costs were £120,000 more than our flexed budget assumed as compared to the real expense of £440,000. Since the difference is 120,000, it is an unfavourable variance. A labour rate difference can be caused by any factor that affects the cost per hour. These elements may be internal or external to the company. Internal influences include the following:
· The amount of overtime that was charged.
· Bonus for shifts
· Excessive employees pay, resulting from both overstaffing and idle hours
· Downtime in production
External Factors such as:
· New employees who are more expensive.
· Legislative considerations, such as increases in the minimum wage.
· The state of the job market in your region.
 Contribution: Considering that Contribution is the difference  between sales and variable costs, it is very likely that a negative difference between the flexible budget will appear. There is £600,000 less than the real donation of £760,000 unfavourable variance. Suggestions for the reasons of this kind of variation include: Contribution is calculated as the difference between income and variable costs. Because of the increases in prices that are contained in Variable Costs, we have nuanced explanations.
 Warehouse rental: Since fixed costs are unaffected by inflation, the £200,000 budgeted cost will potentially extend to any amount of the production. The actual depreciation expense of £170,000 equates to a favourable difference of 30,000.
Statistical analysis of variation: Any possible explanations include: 
• Landlord price reductions imposed because of COVID 19's effect.
• A change in venue.
Full-time supervisor salary: Since these prices are fixed in nature, they are unaffected by growth. The table's findings reveal that the supervisor's flexed wage expenses (£50,000) are higher than the real costs (£35,000), resulting in a favourable Variance in Costs (£15,000).
Analysis of variance: variables that affect wage rate variances include:
The supervisor’s in nature is a stepped cost. When an expense is set over a continuum of output, it increases until output exceeds a certain value. The company creates a budget for the supervisor's salary. A supervisor has authority over a certain number of units generated. Additional control is needed until the production exceeds this number of units.
Finally, in comparison to the flexed one, what is the real benefit for 2020: The budgeted benefit for 2020 was £1,010,000 at the start of the year, but the real figures show £455,000 at the end of the year. Therefore, there is a £555,00 negative variance. Yes, they do have a surplus of £455,000, but thanks to a loss of revenue in the first three months of the new year, this profit will be spent in 2021. Despite these negatives, Amana Ltd still performed well in the available profit for the period considered, given that the circumstances were extraordinary due to the COVID 19 pandemic.It should be taken in mind that the global crisis due to COVID 19 had a very unfavourable effect on solid and stable companies and even led to the bankruptcy of companies with a long history (SHEN, 2020).
3. Recommendations.  
After a detailed analysis of the costs and profits of Amana Ltd. for 2020, we could give some recommendations to Mr. Amana to deal with the complex situation that has arisen because of COVID 19. I would highly recommend the business owner to report on the performance and track budget deviations monthly. This review will allow the company to understand where the money is spent and to compare the number of sales generated. If there are too many changes, this is a clear sign that managers or business owners need to review the budget process to make sure they have correctly anticipated financial needs. The company may use a software program to monitor accounting or financial data related to the budgeting process. Most software development packages often contain a budgeting module, which helps businesses to electronically filter data into a pre-determined profitability. Computer controlled budgets help companies save time and money when developing or preparing process of the business (Basic Financial Accounting, 2015). 
From the conditional data we know that Amana has reduced the selling price per unit. This is a good strategy when sales are drastically reduced, it is also applied when there are many new competitors in the market. Companies that are already in the mature phase resort to this option, so this strategy helps to increase sales. How sustainable it is, is difficult to predict, especially in today's dynamic global market. It is difficult to make a long-term forecast, so there must be constant cost control.
Since we only have unfavourable variables for variable costs, efforts should be made to reduce them. In this case, the highest percentage (40%) is for materials, followed by labour costs (38%).
 Amana Ltd has been recommended to reduce to the maximum possible the cost of materials and labour, because in a pandemic there are no sales, and it is not necessary to invest so much money for materials and labour. The composition of variable wages could be reduced for a certain period of time, as we hope that COVID 19 will not have a long time with the progress of the vaccination of the citizens and the granting of the measures. 
Another possibility is to look for other suppliers of materials that offer cheaper materials, but not at the expense of quality, because quality should not be compromised.
PART B
The owner of AMANA LTD faces a very important question, which is essential for the future of the company:
1.As a result of the global pandemic the market has shrunk and there's a lack of customers. Mr. AMANA is considering closing its branches in Brighton, Birmingham and Manchester and making 50% of its online sales. The factors influencing the final decision are the costs that will be incurred for this purpose: 

	sales
	100,000 units annually

	Cost of setting up delivery network –
	£150,000

	Cost of upgrading current website to handle large volume of sales
	£50.000

	Salary of a fulltime IT programmer
	£35,000



2.The other option is to start selling on Amazon. Amazon now rules as an online retailer as well as everything else, and the number of rival sites is dwindling. However, the absence of smaller marketplaces has had little effect on the segment's overall performance which, by becoming an oligopoly of marketplaces, influences all other business models (Graff and Schneider, 2016, p.47). Here are some factors which will impact the taking of this decision:
●	High degree of rivalry for Amana souvenirs and other retailers on these sites – £50,000
●	Amazon fulfilment costs –Annual Amazon shipments of 65,000 units are guaranteed, with the possibility of increasing based on demand.
●	Price and return policies are out of sight.
In the first option, when creating your own website, the cost per year would be £ 235,000 for sales per 100,000. In any case, this plan will have a good result, as Amana will save serious costs from rent, insurance, staff salaries after cutting the columns in Brighton, Birmingham, and Manchester. Also, the summer season is coming, measures against COVID 19 are expected to be relieved so that there will be a flow of tourists and sales will be generated from sales in London.
However, what reality shows by looking at examples of e-commerce manufacturers on Amazon. "Conditions for manufacturers finally take a turn for the better: e-commerce has become dependent on professional partnership with brands and so producers have every reason to be confident going into online retail" (Graff and Schneider, 2016, p.48). They are learning more about how to render e - commerce platforms to operate for them, and how to use their own brand stores to boost sales and earnings. Many retailers, such as Adidas and Asos, keep a close grip over their brands' online retailing, attempting to prevent vendors from selling on Amazon to retain leverage of the brand's logo, merchandise appearance, and pricing and, of course, retail rates, which are often hampered by antitrust regulation. They want to start their own direct selling online operations, maintaining market ownership while still benefiting from online sales. Furthermore, direct consumer interaction enables suppliers to collect useful reviews for future product growth. As in previous years, the rising pricing burden that online business models impose on other industry players has resulted in shrinking margins. Direct distribution from suppliers and brands to customers has had a significant growth. Increasingly manufacturers are overcoming obstacles in their business and delivery network systems to open their own online stores, and direct online purchases are proving to be an ideal way to supplement turnover on third-party sites while still providing consumers with a favourable brand experience.
Pros to selling on Amazon, Amazon gives you global reach, flexibility, automatization, traffic, is easy to use, and has good reputation (Dunne+, 2017). However, the cons are not to be overlooked.
●	You must pay Fees for a professional account, also to pay a fee if you want to sell on Amazon FBA
●	Competitors: Since Amazon is an excellent platform, there are a lot of retailers on the site. But unless you trade with incredibly rare or exclusive products, you will still be up against the tough competition.
●	 Lack of Control: If you log in for an Amazon account, you decide to accept Amazon's rules. This covers things like following up with their big promise, how you deal with clients, what you can and cannot sell, and more. If you want to sell on Amazon, you will have to consider giving up a lot of power and freedom.
●	Inventory management is important for retailers who have several locations where their goods are shown. If you sell on Amazon and other platforms, you'll need to keep your products carefully connected to avoid order and selling mistakes.
Conclusion.
The conclusion is that Amana Ltd. would successfully manage 50% of its business using its own website. In this way, they can control their costs and react in a timely manner to the flexible market picture as well as make a forecast for the next period instead of selling their products on Amazon. Because there is a high level of competition, prices cannot be controlled, and the payload is not preferable.
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