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Amana Ltd
Performance Report for the year 2020:
Budget Variance:
Historically, governments, organizations, and individuals have utilized budget variances to promptly analyze the difference between planned and actual data for a particular accounting classification. Regarding budget variations, favorable variances or profits are described; when it comes to negative budget fluctuation, unfavorable Variance is explained, indicating losses or deficits. Predictions are difficult to estimate futur expenditures and revenues with 100 percent accuracy, which resuls in budget variations.
Budget variations may develop due to a variety of variables, both controlled and uncontrolled. For example, a poorly planned budget and high labor expenses are both problems that may be controlled. Uncontrollable elements are often external to the organisation and happen due to events outside the enterprise, such as a natural catastrophe.
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Introduction:
Amana Ltd is a tourist business owned by a family for 40 years. It is located in England, and it sells souvenirs as a memory for the tourist. Amana Ltd is a vast business and has many locations in England as a tourist hotspot. Amana Ltd designs the souvenirs and then manufactures them by a Chinese manufacturing company. 
Amana Ltd is a successful company and gained a lot of knowledge regarding the tourism industry. In the past year, due to pandemics, government restrictions were imposed in England, including tourism. These restrictions impacted badly on Amana Ltd. The revenue of Amana Ltd was dropped to an uncertain level due to COVID-19. However, it is seen that the sales were increased in the period after the lockdown.
A flexible budget report is prepared for Amana Ltd, which will provide all the details for the assessment and represent Amana Ltd's performance for the year-end 2020. The actual results Amana Ltd achieved are compared to the budget to evaluate the performance of the business for year-end 2020.
Revenue Variance:
Amana Ltd's budget was to generate revenue of $2,500,000; instead, it only made $1,600,000 of revenue which gives an unfavorable variance. The sales went down by $900,000, which shows a considerable drop in sales for Amana Ltd. Covid-19 had a harmful impact on Amana's revenue.
Units Variance:
Amana Ltd planned for 100,000 units to sell, and instead, it only sold 80,000 units. A total of 20,000 units were below the budget. According to the budget, Amana Ltd's performance was 80%. The unit variance was hence unfavorable.
Variable costs:
Materials:
Material cost showed an unfavorable variance as Amana Ltd planned for a price of $250,000, but in actuality, $280,000 cost was incurred on materials.
Labor Cost:
Amana's labor cost was predicted to be $400,000 in 2020. However, the actual price for the labor was $440,000, which clearly shows an unfavorable variance.
Variable Overheads:
The variable overheads for Amana's showed a favorable movement as the budget for overheads was $150,000, and the actual cost incurred was 30,000 below the budget cost.
Contribution:
Amana's Ltd had an unfavorable movement in contribution as given above in the calculations shows the fact that there was a significant decrease in revenue. An increase in material and labor costs resulted in a negative Variance for the business. The planned budget for the contribution was 1700,000, but only 760,000 was achieved. This showed a variance of 960,000, which is a significant number.
Fixed overheads:
Warehouse rent, supervisor's salary, and insurance are included in the fixed overheads. There was no significant variance between Amana's budgeted and actual performance in fixed overheads. The rental was planned to be 200,000, but in actuality, actuality it was 170,000. The rental cost shows a positive variance of 30,000. The salary was budgeted to be 50,000, but instead, it was 35,000 actually, indicating a favorable movement. The cost of insurance remained the same as budgeted.
Gross Profit:
All the above calculations show that the gross profit for the year-end 2020 is unfavorable according to the budget for Amana Ltd. The budgeted gross profit was 1,350,000, but the actual gross profit was only 455,000, resulting in a negative variance of 895,000.  
Reasons for Variance and recommendations:
Changes in economic circumstances, such as slower economic growth, reduced consumer expenditures, or a crisis resulting in increased unemployment, might result in an adverse variance. Market circumstances might also shift due to new rivals coming into the market with innovative goods and services, for example. Companies may also see decreased income and sales due to recent technological advancements that render their interests outdated or useless.

Revenue:
When the predicted sales volumes of a product or service do not achieve the objective or projected statistics, this is a revenue variance. It is possible that a corporation has not employed enough salespeople to bring in the anticipated quantaty of new customers.
Recommendation:
 It may be necessary for a management team to choose whether or not to hire temporary personnel to assist in sales efforts. Management might also provide salespeople with cash incentives depending on their performance targets, or they could launch more aggressive marketing initiatives to stimulate interest in their goods or service in the industry.
Variable Overheads:
The variation in variable overhead expenditure is the difference between the actual variable overhead cost, dependent on the prices of indirect materials used in production, and the projected variable overhead costs, which are referred to as standard variable overhead costs.
It is possible to have an adverse variance if indirect labor costs rise, cost controls are inefficient, or there are flaws in the budgetary planning process.
Recommendation:
The unfavorable movement can affect a company's decision-making; hence, the company should make changes to the budget to make it more realistic and improve the efficiency and effectiveness of its operation by reducing waste and increasing efficiency.
Recommendations for Amana Ltd:
A significant adverse variance exists at Amana Ltd., and it has to be reduced or eliminated. Because of an external reason, Amana Limited is experiencing negative variation. To mitigate this uncontrolled Variance, Amana may take specific actions. Amana ltd should make the necessary adjustments to its financial strategy in light of the current pandemic. If possible, the Amana budget should include a preview of actual figures to reduce the amount of adverse variation. Amana ltd can improve its unfavorable Variance effectively if supervisors and unit heads review periodic summaries and frequently interact to review the inconsistencies. The ability to hold particular managers responsible for keeping budget variances to a minimum is also advantageous for improving the negative Variance of Amana ltd. A decrease in the Variance of Amana ltd can be accomplished through reducing spending, minimizing additional expenditures, and reallocating assets or labor. This process should be repeated until the budget variation is as slight as possible.
Selling on Amazon v/s Personal website:
It's no mystery that Amazon is a major player in the world. As a matter of fact, Amazon receives 200 million new customers every month who shop there rather than at any other business. In 2019, it was seen that around 4,000 goods were sold each minute, which is rather outstanding. Following the findings of this study, it is clear that Amana should also consider selling its items on Amazon. It's a really appealing sales channel for internet businesses. 
Amana Ltd is considering working on Amazon which seems to be a good idea as Amana is currently having a negative variance on its saleses. Amazon can help boost Amana ltd sales as well.
Although there are several aspects that influence the outcomes that a retailer achieves, what works for one store may not always work for another? 
Amana ltd will benefit from having their items listed on Amazon since it increases the reputation and trust. It is because people are more inclined to purchase a product from Amazon than from a store they have never heard of. Many buyers are interested to purchase things from Amazon because of the company's reputation of quality and good customer service. As people have most likely a positive experience shopping on Amazon in the past, Amana ltd will naturally profit from this. In nations where internet shopping has not yet acquired widespread acceptance, the majority of customers prefer Amazon over practically any other online retailer.
Amazon is the largest and most trusted worldwide E-Commerce platform; it's incredibly simple to start selling in multiple areas via Amazon. Despite the fact that Amazon has only established websites in 13 countries, they ship to more than 100 nations globally. It's entirely up to the customer whether or not they're prepared to accept a higher delivery price as a result of their geographic region. When compared to the majority of shopping cart systems, using Amazon to grow internationally is far simpler. A listing on a local Amazon allows any businessman to swiftly determine whether or not his items appeal to a worldwide audience by placing a listing on a local Amazon. Each and every element, including international order fulfillment and regional customer service, is taken care of by this organization. By sellinging the products on Amazon there will be less strain on Amana’s shoulders since the company won't have to deal with the issues regarding payments and other operations.
Amazon has millions of consumers that visit their websit on a daily basis; Amana will have access to all of those customers but this Depends on the products Amana’s offering, Amana may be able to begin selling right away without putting out any substantial marketing efforts. The Amazon website has its own search engine, customers looking for the things that Amana is selling will have no trouble finding Amana ltd on the site. Of course, the rivalry is great, and Amana must distinguish itself from the rest of the pack. Having a well managed online presence can aid Amana’s attempts to capitalize on Amazon's massive client database. Any time and effort Amana invest into refining its listings has the potential to pay off handsomely.
Due to Amazon's more than 175 fulfillment centers located across the world, Amana may send all of its items in bulk to them, and they will store Amana’s inventory, package its products, and distribute them to consumers on Amana’s behalf. The biggest advantage of this is that Amana won't have to worry about the logistics of sending things to customers. This will be a huge benefit for Amana as Amana is paying a high rent and supervisor fee for the warehouse.
Amana will be able to concentrate on managing other critical company processes while seeing its order volume grow with delight. Compared to what Amana would have to pay otherwise, Amazon FBA (Fulfillment by Amazon) acts as your inventory warehouse, manager, and shipper for a very minimal fee which for Amana is £50,000. In addition to saving time and effort, Amana goods will instantly qualify for Amazon Prime delivery and Buy Box priority, which will have a significant influence on Amana’s total sales. Seeing the Amazon Prime logo is a terrific motivator for customers to purchase.
Selling on Amazon will automatically establish Amana’s reputation as a vendor. When buyers notice that Amazon product page is professionally designed, they are more likely to believe that Amana’s ltd is credible. However, Amana will be required to pay referral fees for products it sell, but the traffic it generates may prove to be well worth it in the long run. The fact that Amana won't have to bother about maintaining its own website is another advantage of not creating one. Amana won't have to waste time troubleshooting technological difficulties or maintaining its website.
Aside from the fact that Amana will have complete control, selling on its own website has other advantages. For example, when people are spreading information by word of mouth it's less probable that someone who purchases an item on Amazon would divulge the identity of the vendor when asked where they purchased the item. "I purchased it on Amazon," is a phrase that is commonly heard. At the end of the day, it is quite feasible to avoid having to make a decision. If Amana is willing to put in the effort, it can have the best of both worlds. Selling on Amana’s own website as well as on Amazon is a possibility at any time. If the consumer purchases the item directly from Amana’s website, it is more likely that Amana’s name will be mentioned throughout the discussion. But it might be argued that if Amana is already winning the Buy Box, the individual shopping for that similar thing is more likely to come across you as well if you continue to win.
Whereas, Amana will have to pay high cost of £150,000 for delivering products, £50,000 for developing a website and £35,000 for salary this is not the only issue Amana can face. Selling on personal website will cost Amana to maintain it as well. It is not necessary that consumer will believe on the personal website and purchase any item neither it is easy to sell on personal website instantly as it is on Amazon. However, it may be possible that Amana will have a high number of sales on personal website than Amazon. According to Amana it believes that it can sell 100,000 units on personal website compared to 65,000 units on Amazon.  But the cost of selling on personal website is higher than that of Amazon which will consequently decrease the profits on selling on its own website.
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ACTUAL
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100000

80000

-20000

UNFAVORABLE

SELLING PRICE

2500000

1600000
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280000
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100000

0
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-895000
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