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Executive Summary

The Year 2020 was the year that has forced everyone to stop for a while and think about what they have done in the past and what they need to do in the future. Worldwide economies, which were earlier spending a lot on their business expansion and security budget now thinking to spend much over medical due to the pandemic of Covid-19. The government has to provide assistance not only to their people but to their industries also. But government can provide assistance only for some period, not for the life.
In the given assignment we will observe how the business got affected due to the covid-19 outbreak by analysis of the variance using the flexible budget and will discuss how the business strategy need to be reframed for the situations post Covid-19.
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Assignment
PART – A
i) [bookmark: _Toc66901174]Monthly Control Report
I am presenting this report in the capacity of the manager of Amana Ltd. and the report is preparing to show the original budget and flexed budget to accommodate the changed scenario due to the pandemic of Covid-19 and analyzing the impact by calculating the variance. (Holtzman, 2021) Flexed budget is the budget that is prepared to adjust the various components of the budget viz. sales volume or price or changes in cost components and the value thereof due to changed condition from what was estimated earlier while preparing the original budget. (CFI, 2021)
Monthly Control Report
	Particulars
	 Original Budget  
	 Flexible Budget 
	Variance

	
	
	
	In value
	in %

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

	Selling Price (per Unit)
	                       25 
	                         25 
	                 -   
	0%

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

	Variable Cost:
	 
	 
	 
	 

	Material
	           250,000 
	             280,000 
	      (30,000)
	-12%

	Labour
	           400,000 
	             440,000 
	      (40,000)
	-10%

	Overhead
	           150,000 
	             120,000 
	        30,000 
	20%

	Contribution
	         1,700,000 
	          1,160,000 
	    540,000 
	32%

	Fixed Overheads
	 
	 
	 
	 

	Warehouse rental
	           200,000 
	             170,000 
	        30,000 
	15%

	Insurance
	100,000
	100,000
	                 -   
	0%

	Fulltime warehouse supervisor salary
	50,000
	35,000
	        15,000 
	30%

	Profit
	         1,350,000 
	             855,000 
	    495,000 
	37%

	Profit (per Unit)
	                 13.50 
	                   10.69 
	 
	 



Thus it is visible from the report that the company’s Sales is down by 20 % while the overall profit is reduced by 37%. (Chen, 2020)

ii) [bookmark: _Toc66901175]Performance Report
Introduction

Amana Ltd. is running its business successfully for the last 40 Years and experience of 40 years has helped a lot in understanding the nature of the tourism industry. This industry is very dynamic and season-oriented. The last year was very challenging for the economy and tourism industry also due to the breakout of the covid-19 pandemic. We also faced a situation which can never be imagined as we can work upon to increase the sale to the tourist but there was a lockdown due to which tourist were not there. Even after this situation somehow we managed to gain net profit from the business. In the report, we are going to assess the performance of our business. (GreyCampus, n.d.)

Main Body

When the original budget was prepared it was estimated that the company would sell 100,000 units of souvenirs to the tourists visiting various locations of England but in actuality, we only managed to sell 80,000 units of souvenirs which is 20% lower than the original budgeted sales target. But having regarding the severity of the pandemic the actual sales is not that much demotivating. If we further analyze the flexed budget, the cost of material and labor is increased by 12% and 10% respectively from the original budget while the company can reduce the variable overheads by 20% from the original Budget. The cumulative impact of change in the value of material, labour and variable overhead over contribution is 32% negative which means the contribution is reduced by 32% from the original budget. However, this is to be noted that variable expenses are the expenses that occur proportionately from production or sales (as per the business structure) but here since sales quantity is reduced so theoretically variable expenses need to be reduced but the actuals are opposite i.e. material and labour cost is increased which is a clear impact of hike in labour and material rates due to pandemic but still company saved £ 30,000 from variable overheads. In addition to this, fixed overheads are the expenses that remain constant irrespective of the production or sales counts but even after this feature of fixed expenses, the company can save £ 45,000 from the original budget. So collectively company saved £ 75,000 from overheads which is a handsome amount in this crucial time where economies are struggling to generate revenues from the business. The overall impact of changes in sales revenue and cost components, the Company’s target profit which was £ 1,350,000 is reduced to the amount of £ 855,000. Thus there is a reduction of 37% in profits from targeted profit. Even the profits are very low but still managing the profitable situation is motivational. Even after the financial stress all over the world, the company is still earning £ 10.69 from every unit of souvenir sold to the tourist.

Conclusion

The financial year 2020 was an exceptional year both with respect for the economy and society. We work in an industry that purely depends on human behavior. In the year 2020 people were afraid to move out from their homes so the tourism industry was badly affected and even after this verse situation the company is able to manage their profit and is still working as a profitable business. Once the situation becomes normal we hope the business will revive and can achieve target more positively.

iii) [bookmark: _Toc66901176]Recommendation 

As the business scenario is changed massively due to the covid-19 pandemic and becoming the scenario to the traditional approaches which have been understood and followed since years would not be possible. Every business needs to start thinking from a new mindset and need to innovate their method of business, production, and products too as the business who adapt themself as per the customer demands on time and becomes either innovator or early players can survive for the long run. So below are some of the recommendations to the CEO of Amana Ltd. for improvisation and innovation:
 
1. E-commerce Mode: Due to the pandemic, customer's shopping styles are changed. In Amana Ltd. case, though tourists may not be able to visit the place but they can see the products of the company online. So company needs to think about this opportunity and should use the online mode of business seriously. The company can either enhance their own website, which they are currently using only as a marketing tool, to enable it to take online orders from customers worldwide or can choose to partner with online shopping giants like Amazon, Flipkart etc. By doing this company can attract customers without any geographical barriers and can enhance its sales volume. (Kirsch, 2018)

2. New addition in product mix: Currently the company is selling souvenirs to the tourists while the company can add some new product relevant to the industry which may have customization to the particular location where the business is running. Also some monument of the fact that company is service since past 40 years can also be inbuilt in the product. It can also include the tourist guide having basic details like famous monuments, places, dishes, restaurants etc. of the specific location. In addition to this as the company can use the online platform to sell its products some videos can be uploaded to enhance the knowledge of the place and location of the physical delivery point of the company’s product. (LaMarco, 2019)

3. Collaboration with industry peers: The tourism industry comprises multiple services like hotels and restaurants, tourist guides, Transportation, Shopping joints etc. Amana Ltd. can explore the collaboration opportunity with some other industry peers which can benefit both the peer partners. Amana Ltd. along with its collaboration partners can offer nice deals to attract tourists to visit the location and can provide its product as a part of the deal. (Su, 2017)

4. Reduction in selling price or discounts: it can be seen from the monthly control report that even after the break-out of Covid-19, the company has neither reduced the selling price nor any attractive discounts are offered. Though this would not have any major impact on attracting the customers to visit tourist places but this can benefit the online business volume (if the company chooses to go for online trade). (Thompson, 2021)

5. Purchases from other suppliers: Currently the company is using the products manufactured by a Chinese manufacturer who is manufacturing it as per the designs made by Amana Team. Since the local government has already imposed various restrictions for business with Chinese organizations and also imports from the Chine has also either restricted or attracts heavy import duty so the company needs to explore some local manufacturer who can provide the customized product as per the requirement of Amana Ltd. This may lead to the reduction of cost as import duty would not be attracted in that case.  

Economic recovery from Covid-19 is started slowly and tourism industry is booming also so till the time tourism reaches its peak, Amana Ltd. needs to work out on the recommendation and must take action on same so once business resumes to its normal trend company can be ready to attract their customers and can convert this to increased sales volume.











[bookmark: _Toc66901177]PART – B

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


Since during Covid-19 outbreak government has imposed multiple restrictions on the movement of people from one country to another and still some of the restrictions are in place. The remedy options to control Covid-19 are still under development so the situation is still not under control. People are still afraid to go to public places so as towards tourist places and till the time tourism industry again reach to its normal, Business of Amana Ltd. can’t achieve its normal level. 

However the situation arisen due to covid-19 is not going to change in near future and when the situation became normal, shopping habits of people would also be changed. Now customers are shifted to online trades in place of shopping from physical stores. 

In addition to the above, there are some other benefits which attract a business person to move on an online platform like access to the global customer without any geographical barriers, Cost saving, time-saving as customer compares and evaluate the product themselves, reduction in cost over physical maintenance of stores and customer touchpoints etc. Competitors of Amana Ltd. have also started selling their products through online mode.

So keeping the above points in mind, for survival, to remain under competition and achieve the benefits of online trade platforms, Amana Ltd. needs to adapt to this new model of business and should go for online business.



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


It is assumed that Amana Ltd. has chosen to go online and would sell their product through it. By opting for online trade, the company needs to lose its 50% sales which means loss of 40,000 units (50% of actual sales of 80,000 units), and have to close the Brighton, Birmingham City Centre and Manchester City Centre branches. The Company has to choose between two popular ways of selling a product online i.e. either to sell through its own website or through online business platforms like Amazon, Flipkart etc. To decide on one method we need to compare both the options:

1. Increased Sales Volume: The guaranteed annual sale from own online shop is 100,000 units while in the case of sale through amazon guaranteed annual sale is only 65,000 units. However, there is the potential of an increase in sales is much higher in sales through Amazon basis the customer demand.

2. Additional Cost: If the company starts its own online shop, the company needs to spend £150,000 on setting up the delivery network and £50,000 to upgrade the current website to handle the additional volume of sales. Both the costs need to pay one time at the time of set-up of the online shop. Also, there would be an additional cost of £35,000 every year to pay the salary of a full-time IT programmer to maintain the website. While in case of sale through Amazon, The Company needs to pay an Amazon Fulfilment fee of £50,000, which is a one-time fee. 

3. Competition: Since there are a large no. of retailers and wholesalers who are selling their products through amazon so competition is much higher on this platform. Many of the sellers do sell the same products so if the company needs to sell more products then they need to differentiate their product from others which may require some additional cost to innovate and differentiate the product. While in sale through own website, the customer doesn’t have any ready to use comparison with products so they need to search more websites if they want to compare the products.

4. Control over pricing and Return Policy: Once the seller starts selling their product through Amazon they need to lose control over the price on which product is being sold to the end customer as the seller gets its product price from Amazon based on the count of units sold. Besides, Amazon has its own return policy over which the seller doesn’t have any control so if the customer returns the product as per the terms of Amazon, the seller needs to agree upon it and have to lose the sale price as well. While in case of sale through own website, Company would have total control of the website and not the only price and return policy but which product needs to be promoted when, how discounts and offers need to be approached and various other factors can be controlled as and when required to the company.

5. Customer Base: Since platforms like Amazon, Flipkart already have their own large customer base so the new sellers need not put more effort to attract customers towards their product. While is the case of sale through its own site, the company may have to spend to promote the website as traditionally company is using its own site only for marketing the product.


The company is old in the industry as working successfully from past 40 years so the company should be popular in its area but company traded through physical stores only till now. Based on the above comparison it is suggested that initially, the company needs to choose Amazon as its initial financial benefits may be lower but it can build a high online customer base for the company. Simultaneously company should start working on its own site and enhance it to serve the customers and should shift to its own site gradually once a good customer base is prepared by Amazon.
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