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[bookmark: _Toc70110285]INTRODUCTION
The condition for this assessment is to prepare a budget analysis, report on the relevant costs and components, and decide for a resilience strategy for Amana Ltd. Amana Ltd. is souvenirs seller in tourists spot in United Kingdom, facing difficulties during the Covid-19 Pandemic.  
[bookmark: _Hlk69916202][bookmark: _Toc70110286]PART A: QUESTION 1
I) Monthly Control Report: 
	ITEMS
	COST PER UNIT (£)
	ORIGINAL (£)
	FLEXED (£)
	ACTUAL (£)
	VARIANCE (£)

	Units
	
	100,000
	80,000
	80,000
	0

	Selling Price
	25
	25
	25
	20
	5

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) U

	Variable Costs:
	
	
	
	
	

	Materials
	2.5
	250,000
	200,000
	280,000
	80,000 U

	Labor
	4
	400,000
	320,000
	440,000
	120,000 U

	Overhead
	1.5
	150,000
	120,000
	120,000
	0 

	Contribution Margin
	17
	1,700,000
	1,360,000
	760,000
	(600,000) U

	Fixed Overheads:
	
	
	
	
	

	Warehouse Rentals
	200,000
	200,000
	200,000
	170,000
	(30,000) F

	Insurance
	100,000
	100,000
	100,000
	100,000
	0

	Fulltime Warehouse Supervisory Salary
	50,000
	50,000
	50,000
	35,000
	(15,000) F

	Profit
	
	1,350,000
	1,010,000
	455,000
	(555,000) U


U = Unfavorable, F = Favorable
	VARIANCES
	FORMULA
	CALCULATION
	RESULT

	Variable Overhead Efficiency
	(Actual Quantity of Output – Budgeted Quantity of Output) x Budgeted Variable OH Cost/Unit
	(80,000 – 100,000) x 8
	(£160,000) U

	Variable Overhead Spending Variance
	(Actual Variable OH Cost/Unit – Budgeted Variable OH Cost/Unit) x Actual Quantity of Output
	(9.5 – 8) x 80,000
	[bookmark: _Hlk70082850]£120,000 U

	Flexible Budget Variance
	Efficiency – Spending
	£160,000 - £120,000
	£40,000 U

	Fixed Overhead Flexible Budget Variance (Spending Variance)
	Actual Cost – Flexible Budget Amount
	305,000 – 350,000
	(45,000) F

	Production Volume Variance
	Budgeted Fixed Overhead – Actual Fixed Overhead Allowed
	350,000 – 305,000
	45,000 U



Variable Overhead Efficiency = (Actual Quantity of Output – Budgeted Quantity of Output) x Budgeted Variable OH Cost/Unit = (80,000 – 100,000) x 8 = (£160,000) U
Variable Overhead Spending Variance = (Actual Variable OH Cost/Unit – Budgeted Variable OH Cost/Unit) x Actual Quantity of Output = (9.5 – 8) x 80,000 = £120,000 U
Flexible Budget Variance = Efficiency – Spending = £160,000 - £120,000 = £40,000 U 
Fixed Overhead Flexible Budget Variance (Spending Variance) = Actual Cost – Flexible Budget Amount = 305,000 – 350,000 = (45,000) F
Production Volume Variance = Budgeted Fixed Overhead – Actual Fixed Overhead Allowed = 350,000 – 305,000 = 45,000 U
Contribution Margin = Revenue – Variable Costs
Profit = Contribution Margin – Fixed Overheads
Flexible Budget uses the units from actual budget and price from the original budget. 


	ITEM
	CALCULATION
	RESULT

	Revenue
	80,000 Units X £ 25
	£ 2,000,000

	Materials
	80,000 Units X £ 2.5
	£ 200,000

	Labor
	80,000 X £ 4
	£ 320,000

	Overhead
	80000 X £ 1.5
	£ 120,000

	Contribution Margin
	£ 2,000,000 – £ 640,000
	£ 1,360,000

	Profit
	£ 1,360,000 – £ 350,000
	[bookmark: _Hlk70081309]£ 1,010,000.



The variable costs were calculated with the units from actual budget and price from the original budget. The fixed cost was the same as original budget for flexible budget. 
Actual budget is the budget that was actually made during operations for the company in one year. The actual budget may remain same as original budget or fluctuate. If the actual budget and original budget is the same then the business performed as expected. If the actual budget was low then the business performed bad, and if the budget was high then it performed well.
Actual budget for Amana Ltd. showed favorable and unfavorable results in the variances. Revenue, contribution margin and profit were unfavorable, where fixed overheads were favorable. 
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II) Report on Amana Ltd.’s Performance:

The monthly control report shows the various changes in the components from the original budget and the actual budget. In the time pandemic, it was difficult for Amana to find any customers due to lockdown and almost zero tourists. Sales were declining. So, we look at some points that shows the performance of Amana below:

Reduced Units – The reduction in unit was necessary as there were less demand for the products, thus reducing the cost of goods. But this was not a good strategy by the business. Following economies scale approach, the cost of goods increases with the decreased number of units produced. And it is evident in the report that the cost of production was higher than the original budget hampering the profits. 

Reduction in Price – The price and units determine the revenue generated. But the reduction in price offset the production cost of lower number of units. The price shall be reviewed with the original budget to examine the sustainability of the business.

Revenue – It is evident that the revenue decreased with the decreased number of units sold and the decreased sell price. So, the company should have stayed with the original price to sustain the loss generated. 

Variable Cost – These costs are very important as the cost decides the selling price strategy and profit for the business. The variable cost for the units produced increased as the number of units sold decreased. So, it was a bad strategy to reduce the number of units as it increased the costs and created lower profit that expected. The variance was unfavorable for materials and labor. Which means that the company did not make good contracts with suppliers or labors. As lockdown proceeded, the company had to increase the price for buying the materials and hiring labors. Thus, it shall make contract with low-cost suppliers and labors. 

Fixed Overhead – These costs remain the same regardless of the number of units produced. The company somehow managed to create a favorable outcome for the fixed overheads during this period. This was done as they shifted their warehouse quantity and kept low duration supervisor for the warehouse. This was a good strategy followed by the company, but only at the expense of reduced units, price and revenues. 
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III) Recommendations:

It is clear that Amana has made a mistake reducing the price of the goods. Reducing the price has led to a decrease in the revenue and lower profits. Considering the situation of the pandemic, the demands were low, and it was not a good strategy to reduce the price for company’s operations. Amana should think before the conditions before changing prices. Such that, the Easter Holidays during summer has inclining sales than the other period. Taking advantage of this situation Amana have to increase the price during high demand periods. High demand periods are likely to bring more sales and profit despite the hike in price. Therefore, in the next holiday period where demands increase Amana is advice to use the original budget price. 

The number of units sold was reduced as the lock down proceeded. It is understandable that the demand may not rise. But using the multiple price strategies for the period of high and low demand is a very good option. Furthermore, Amana should scale up the business to other areas that attract visitors and customers. Other areas like hotels, beach areas, etc. (Alegre & Sard, 2017)

The material and labor cost increased during this period. This might have been the effect of Covid pandemic, as suppliers and labors were in crisis having a higher demand. Amana is suggested to find suppliers that are cheaper or make a new contract with the current supplier to reduce the price. The labors are in abundant during the Covid pandemic, with many job cuts and unemployment. Thus, finding workers with lower wage will not be difficult. The economies of scale strategy should be implemented, were higher production leads to lower costs per unit. Then utilize the products to sell to diverse range of customers. 

Data management, concerning requests, assets and products, is coordinated in data management which turns into the rotate of the configuration, designing and arranging exercises. Three data constructions can be identified, a product data structure including product data produced in the designing and arranging measures, an asset data structure involving the data about the capacity, limit and life cycle parts of the assets, lastly a request data structure worried about the arranging of the production exercises, bringing about the on-schedule execution of provided creation orders, in regards to the limit of the assets. The data information allows better data process within and outside the organization. This data flow will help create a better understanding for the production process. Considering Amana’s situation new product design can be considered for different customers segments. The change in concepts lead to reduction in materials use and materials cost. The information flow in the production cycle will allow the company to develop various models of products, that will of good quality and lower costs. Efficient management structure in the operation will improve productivity, and also reduce the cost of workers. (Weustink, et al., 2000)

It was a good strategy by Amana to reduce the warehouse rental and supervisor salary. This was the only favorable factor in the variance analysis. It is advisable that Amana follows the same strategy to reduce the variable costs, and develop multiple pricing strategies for the various segments of customers’ demands.
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The decision for Amana to shift online is a very good one. Online business sector has grown immensely in the past decade, and it contains one of the largest segments of customers and revenues. The online business provides a competitive advantage to Amana, as the company will bring a diverse range of services for the customers. The pandemic has developed a need for the no face-to-face interactions for businesses. 
Web based business appropriation is the way toward purchasing, selling, moving, or trading items, administrations, and additionally data through PC organizations, for the most part the Internet and intranets. It is broadly perceived that web-based business innovation offers numerous possible benefits for organizations. The key benefits uncovered by the surviving internet business writing are diminished expense, expanded deals, expanded profitability, diminished time preparing, broadened market reach, and expanded client dependability. Utilizing internet business, associations can grow their market to public and global business sectors with least capital speculation. An association can without much of a stretch find more clients, best providers, and reasonable colleagues across the globe. 
Web based business assists associations with lessening the expense to make measures, convey, recover and oversee paper-based data by digitizing the data. Internet business assists with improving on business cycles and makes them quicker and proficient. Web based business builds the profitability of associations. It upholds pull-type supply the executives. In pull-type supply the executives, a business measure begins when a solicitation comes from a client what's more, it utilizes an in the nick of time producing way. 
The achievement of the SME business doesn't lie in the nature of merchandise or administrations alone, yet the capacity to assemble coordinated efforts to grow organizations in a worldwide market request. Web based business can be a significant wellspring of upper hand for most business associations, particularly little and medium-sized (SMEs) organizations.
Customers currently set new expectations, like self-administration choices, alluring on the web deals stages, advantageous installment alternatives, and fast furthermore, modest conveyances. Online business, here characterized as the "exchanging of products or administrations over PC organizations like the Internet", has seemingly made new worldwide business openings for retail SMEs. Numerous retail SMEs, notwithstanding, are as yet tested by scant assets, which may influence their capacities to use web-based business deals channels in a helpful way. SMEs linger behind bigger organizations in the reception what's more, utilization of modern computerized advancements and internet business. One clarification for this is that online business requires a significant reconfiguration of natural plans of action and exercises. Consequently, more seasoned and all the more grounded SMEs may believe the execution of advanced innovations to be costly, tedious, and actually demanding. (Tolstoy, et al., 2021)
Considering both the situation of developing their own online business network and getting into a contract with the Amazon reseller, it is best that the company develops its own network.
The Amazon contract have many downturns. With the annual sale of 65,000 units, the company will make £ 1,625,000 in revenues, and have to give fulfillment fee of £ 50,000. The sales might increase depending on the demands, which means there is no guarantee. Furthermore, Amazon has their own rights and policy for control. The company will not be able to work independently. The returns have to be handled through Amazon, which might compromise the service quality of Amana. 
While setting up their own online network for the e-commerce business, it will be profitable for Amana. The market research shows a guaranteed annual sale of 100,000, which will make £ 2,500,000 in revenues. This revenue amount is higher than the expected revenue from Amazon and also the current business portfolio. The one-time costs of £ 150,000 for delivery network, and £ 50,000 for upgrading website, and annual salary of £ 35,000 for programmer will total to £ 235,000 for the first year. This will give Amana a higher revenue in the upcoming years. Compared to collaborating with Amazon, setting up their own network will give the company £ 640,000 higher revenues in the first year, and £ 840,000 higher revenues in the upcoming years.
	DECISION
	SALES UNIT ESTIMATE
	SALES ESTIMATE
	COST ESTIMATE
	BENEFIT
	DRAWBACKS

	AMANA’s Own Network
	100,000
	£ 2,500,000
	£ 235,000
	£840,000 higher revenues. Own Control.
	First Year Cost is High

	AMAZON Contract
	65,000
	£ 1,625,000
	£ 50,000
	Amazon’s Network
	£840,000 lower revenues. No Control over policy.



Social Media marketing is another tool to be considered in the online business of Amana’s. Social media carries a huge portion of customers that can be targeted. Using the advertising tools of the social media, such as Facebook, a shop catalogue can be developed and an integrated service with the online website that will land the customer to the website of Amana. The advertising tool is specialized as such that the sponsored ads can be targeted to specific group of people. This is called demographics and geographic targeting. The demographic targeting can be used to find the shoppers who are interested in souvenirs, or shoppers who are of specific age group to purchase products online. Occupational customers, such as tourists or people who surf through tourist groups on Facebook can be targeted. For the geographic targeting, a location like a country, a city or a specific area can be targeted. Suppose, Amana wants to advertise their products in Napoli, Italy. Then their geo targeting will be set to Napoli, Italy and their demographic will be tourists or customers interested in souvenirs. After the launch of the advertisement campaign, the advertisement will be shown on the news feed of the targeted audience. Upon interest the audience will land on the page and further the webpage of Amana to order their product of interest. 
Considering that the 50% of the sales will be shifted online, and few of the stores will be closed, it will reduce fixed costs as well. Reducing the costs will provide more profits for the company. 
The own setup will reduce the hassle from the Amazon’s policies and control. The company can build their own reputation in providing the services to customers in UK and abroad. 

[bookmark: _Toc70110290]CONCLUSION

Amana has gone through severe reduction in revenues due to the Covid pandemic. The monitoring report showed that the variance of the actual and the original budget was not favorable for the company. Though the revenues were in positive numbers, the expected results were quite different from the actual results. The sales units and price decreased, and the variable cost increased for the company. This showed a decrease in performance due to declining tourists in the areas they serve. Though the fixed cost was lower than the original budget. The pricing strategy for Amana shall be the multiple price strategy. As the Easter holidays approached the sales went up. And further late into the year the sales were very low. Thus, the price should be increased during high demand seasons, and lowered into low demand seasons. The company shall use information management, that will make them more efficient. Low-cost designs and materials, and testing samples can be utilized to reduce costs. Finally, the decision to go online with their own operations is the best option to increase scalability and increase revenue. This will give them a competitive advantage and a better value towards the customers. 
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