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Part A

i.








	
	Original budget
	Actual
	Variance

	Units
	100 000.00
	80 000.00
	20 000.00

	Selling Price
	£25.00
	£20.00
	-£5.00

	Costs(variable)
	
	
	

	Materials
	£250 000.00
	£280 000.00
	-£30 000.00

	Labour
	£400 000.00
	£440 000.00
	-£40 000.00

	OH
	£150 000.00
	£120 000.00
	£30 000.00

	Contribution
	£1 700 00.00
	£760 000.00
	£940 000.00

	OH FIXED
	
	
	

	Rent Warehouse
	£200 000.00
	£170 000.00
	£30 000.00

	Insurance
	£100 000.00
	£100 000.00
	£0.00

	Salary
	£50 000.00
	£35 000.00
	£15 000.00



As we can observe above, the Covid 19 pandemic had an overwhelming effect on Amana LTD.  When we analyse the company performance variance, we state that there have been positive as well as negative variances.
In order to reduce the company’s risk of an unfavourable variance the cost-effective labour was recommended. 

ii.
The Amana ltd company specialises in the tourism business and is family owned. According to the UK Government and its tourism recovery plan there were 41 million inbound visits in 2019 and they were looking at 100 million in 2020. (Gov.uk, 2021) This sector and its operations were heavily affected by the Covid19 pandemic (Setyawan & Gamayuni, 2020)
In order to offer this analysis in an effective manner, we have taken into consideration both the favourable and the unfavourable variances.  In the above report, we have examined the variances, using the given data and the specified budget. An original budget is very important as it helps the manager to plan for the future and it translates the long term plan into manageable steps. It is an estimation of revenue and expenses over a specified periods of time and it can usually be re-evaluated on a periodic basis. (Wordpress, 2022)

The budget variance incurs when there is a difference between the original budget, the amount of expense or revenue predicted and the actual amount.
There are multiple factors that can impact a planned budget  such as unplanned labour  or material costs or sometimes we can even go into the spectre of natural disasters. As we will discuss below, in our report we will observe both favourable and unfavourable variances.
The company first anticipated to sell £100 000 units at a rate of £25 as mentioned in the control report.  However, the exact number of units were £80 000 at a rate of £20. Taking just this into consideration, we can argue that the company was not able to sell the anticipated number of units at the predicted cost and therefore the company had a negative variance on sales If we look further at the variable costs, we can see that the company has a variety of variables some unfavourable. If we observe the materials, we can see that they were expecting costs of around £250 000 and in fact they cost the company £280 000 giving them a negative variable of £30 000.
When we look at the Labour, we can deduct that the company had an negative variable in this area as well because they have planned to spend £400 000 and they actually spent £440 000. Though, when we also include OH we can argue that the company experienced a favourable variance of £30 000 because the company budgeted £150 000 and they’ve actually spent £120 000. Another variance is the fact that the company expected its contribution to be of £1 700 000 but the actual cost was of £760 000. This gives the company a favourable variance of £940 000.
Another favourable variance is that of the Rent spent for the Warehouse. The company budgeted for £200 000, and they’ve only spent £170 000, resulting in a positive variable of £30 000.
One more positive variance is the Salary of the warehouse supervisor where the company budgeted £50 000 and the actual cost was of £35 000, giving them a favourable £15 000.
The only cost that remained without variances is the Insurance, where the company budgeted £100 000.
Taking all this into consideration, we can argue that variances were both favourable and unfavourable. They had big loses on the Labour and Materials and Sales. 
Unfavourable variances lead to lower than expected net income which businesses tend to avoid. ( University of Georgia, 2019)


iii.
Considering the above report of Amana Ltd performance, we can deduct that the company experienced major problems.
After taking a closer look at the negative variances that the company encountered, we can recommend the following so that it can improve its overall performance.
Labour-negative variance of £40 000.00
An unfavourable labour quantity variance appeared because the actual hours worked to make the units were bigger than the expected hours to make that many units. This could happen because of the workers- they are not skilled enough and they need training or the use of new workers who were less efficient.
The company is advised to take into consideration possible ways of improving this cost. One way of dealing with the cost is hiring people from reliable sources. Another way to boost their performance is to only hire skilled workers, in this way they will be able to lower the labour costs. They need to proper train all the staff, particularly new staff in order to make sure that they are effective at their jobs.


Materials-negative variance of £30 000.00
An unfavourable materials price variance appeared because the actual cost of materials was bigger than the expected cost. This could happen if a higher-quality material was purchased, or the suppliers raised their prices.
We recommend the company to see that they have better price negotiations and to implement better procurement practices like invitation of price quotations from multiple suppliers. Another solution is to purchase on larger order which will most likely reflect in bigger purchase discounts.
Part B.
The Amana Ltd company is family-owned and have been operating for 40 years. They have several branches in tourist hotspots across England, namely Brighton, London bridge, Westminster bridge, Buckingham Palace, Birmingham city centre and Manchester city centre. Souvenirs are produced by a Chinese manufacturer specifically according to designs made by the Amana team.
Having been affected by the Covid-19 pandemic, the company is looking for new ways to boost their performance and increase their sales.  After observing its competitors, the Amana company decide to move 50% of their sales from the offline route to the online one.
The decision is a good one, considering that in this way they will be able to cater to more than just a few locations they have already set and they will be able to expand their client database. 
There are some main benefits to moving a traditional business in the online environments some of them being the fact that the company will be able to reach customers worldwide.  Unlike selling in their stores only, they will be able to offer clients and easier access to their products. They have a chance to better promote their business and off course, moving online implies lower administrations costs. Another grat aspect about this move is that  having an online presence obliges the company to improve their customer service support. This will improve part of the business and thus increase their credibility. (Drum, 2021)
While selling from only their locations has small chances of increasing their clients database, moving 50% of their business online in order to target Europe, UK and US, Amana Ltd has the distinct possibility to increase their customer database and their market share at an exponential rate.

In his decision Mr. Amana, has to consider two distinct options. He can either take into consideration setting up a dedicated online store or he can chose to sell trough Amazon.
Setting up the online store comes up with high setup cost of £200 000. According to the research made, this could guarantee the sale of 100 000 units annually therefore the company would have  an annual recurring cost of £35 000.
 The option to sell trough Amazon guarantees the company sales of 65 000 units annually and a recurring cost of £50 000.
When making his decision, Mr Amana needs to also factor in the brand awareness and not just the investment decision that needs to be taken based on the figures above.   At this point the brand awareness is limited to just small parts of UK.  If the company decides on this investment, they need to also take into consideration the marketing expenses that incur in order to increase brand awareness along Europe, UK and US. In order to be able to build an eCommerce brand the company will have to invest time and more resources to build a customer success team and performing both customer service and also running all the operations of the company simultaneously can be difficult.
Amazon is by far the largest marketplace and has become the world’s leader in Ecommerce and studies show that 66% of product searches originate on Amazon. (Culafic, 2022). The Ecommerce giant does its own advertising which means the company does not need to advertise their listing anywhere.
Keeping all of the above in mind, Mr. Amana needs to consider the company’s niche and also the amount of time and money he is willing to invest. 
A wise decision would be If Mr Amana would choose to sell at first on Amazon. He could then follow how his brand is accepted for at least one or two years. Even though the company is likely to expect a fierce competition by using Amazon selling space, this time will provide him with real feedback about the brand awareness ni the selected markets.
In this way the company could build its marketing campaigns accordingly so that they increase customer awareness and to build up customer loyalty in the long run.
He could then later shift to his own eCommerce store as his products become more popular.




Bibliography
University of Georgia, 2019. Business Procedures Manual. [Online] 
Available at: https://www.usg.edu/business_procedures_manual/section8/C1357/#p8.5.3_budget_preparation_at_the_institution_level
[Accessed 01 May April].
Culafic, M., 2022. Mayple.com. [Online] 
Available at: https://www.mayple.com/blog/selling-on-amazon-vs-your-own-ecommerce-store
[Accessed 01 May 2022].
Drum, T., 2021. Industry Insights. [Online] 
Available at: https://www.thedrum.com/industryinsights/2019/02/08/five-advantages-moving-traditional-online-business
[Accessed 1 May 2022].
Gov.uk, 2021. The Tourism Recovery. [Online] 
Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/992974/Tourism_Recovery_Plan__Web_Accessible_.pdf
[Accessed 30 april 2022].
Setyawan, W. & Gamayuni, R. R., 2020. The Quality of Dinancial Reporting and Internal Control System before and after the Implementation of E-budgeting in Indonesia Local Goverment. s.l., Asian Journal of Economic, Business and Accounting.
Wordpress, 2022. Management Accounting. [Online] 
Available at: http://www.managementaccounting.info/budgeting/
[Accessed 01 May 2022 2022].


2

