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[bookmark: _Toc118583830]Introduction 
The tourism industry was the one that was hit the worst during the time when COVID-19 was active, and the majority of companies reported a significant decline in customer foot traffic and revenue as a direct result of the storm (Zahara et al., 2022). The company Amana Ltd., which sells souvenirs in the United Kingdom, also saw a considerable drop in sales as a direct consequence of covid. As a consequence of this, this report has been developed to evaluate Amana's performance during the time period in question and to provide suggestions for areas in which the company might show growth based on an examination of the budgetary control report. In addition, this report has been developed in order to provide information regarding the time period in question.

[bookmark: _Toc118583831]Part A: Amana Ltd. Budgetary Control Report and Analysis 
[bookmark: _Toc118583832]Control Report of Amana Ltd. 
	Particulars
	Original Budget
	Sales-Volume Variance
	Flexed Budget
	Flexed-Budget Variance
	Actual Value

	
	
	
	
	
	

	Unit Sold
	100,000
	20,000U
	80,000
	0
	80,000

	Sales Revenue
	£2,500,000
	£500,000U
	£2,000,000
	£400,000U
	£1,600,000

	Selling price
	25
	
	
	
	20

	Variable Costs
	
	
	
	
	

	Material
	£2.50
	£50,000F
	£200,000
	£80,000U
	£280,000

	Labour
	£4
	£80,000F
	£320,000
	£120,000U
	£440,000

	Overhead
	£1.50
	£30,000F
	£120,000
	0
	£120,000

	Contribution
	£17
	£340,000U
	£1,360,000
	£600,000U
	£760,000

	Fixed Overheads
	
	
	
	
	

	Warehouse rental
	£200,000
	0
	£200,000
	£30,000F
	£170,000

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

	Fulltime warehouse supervisor salary
	£50,000
	0
	£50,000
	£15,000F
	£35,000

	Operating Profit
	£1,350,000
	£340,000U
	£1,010,000
	£555000U
	£455,000



[bookmark: _Toc118583833]Performance Analysis of Amana Ltd. 
Amana Ltd. came out profitable even during the pandemic period with operating profit of £455,000.  But the variance analysis shows the deficiencies that Amana Ltd. faced during this time. When we compare Amana’s actual performance with the flexed budget, the main issues are more exposed. The material cost was £30,000 unfavourable when comparing actual to original budget but the flexed budget shows that the material cost is actually 80,000 unfavourable which is unacceptable. The cost of the labour was also significantly from the flexed budget as it was £120,000 unfavourable. Due to this high variable costs and significantly low sales revenue which is £400,000 unfavourable the contribution margin or the gross profit reduced to £760,000 where it should have been £1,360,000 according to the flexed budget a £600,000 unfavourable variance. But the fixed costs were lower from the budgeted amount. Warehouse rent was £30,000 favourable and supervisor salary in warehouse was £15,000 favourable. But due to low gross profit the operating profit was £555000 unfavourable. 
[bookmark: _Toc118583834]Recommendation for Better Performance to Amana’s CEO
In order to achieve better results, the CEO of Amana Ltd. has to determine the issues that need to be addressed and provide potential solutions that might help reduce the impact of the issue while simultaneously improving the company's overall effectiveness and performance. Consideration of the potential causes of unfavourable variances, as outlined in the budgetary control report, may help to provide light on the issues that have arisen with the company (Cunningham, 2017). The following provides a number of potential explanations for the unfavourable variances as well as suggestions for their amelioration.
Increasing sales portfolio through various methods: Amana's sales revenue was mostly affected adversely by the lockup of covid-19, which was the key cause. The inability of people to travel at this period caused a decline in demand for Amana's goods, which resulted in the firm being obliged to cut its selling price in order to increase the number of sales it made. On the other hand, this did not lead to an increase in sales that was sufficient to fulfil the requirements of the original budget. Therefore, a lower selling price and a lesser number of units sold generated a significant decrease in the sales income, which resulted in an adverse sales revenue variance of £400,000. This was due to the fact that fewer units were sold. The fact that Amana exclusively operated via a single direct sales location was detrimental to the profitability of the firm. If the firm had other channels via which it could interact with its target market, it would have been able to sell more units at the same price without having to cut it (Kraynak & Boyd, 2018). This would have prevented the company from having to lower the price.
If Amana can sale its products through various ways such as online sales where people could purchase its product without having to go out side the sales number would have much higher than it is. Amana also could sale products with different selling prices for different sales methods such selling at lower price in the store and higher price in online as people did not have to come to the shop during the pandemic time. By increasing the ways of reaching to the customers will certainly increase the potentiality of sales revenue. Amana CEO need to look into the matter to increase its sales portfolio methods.  
Diversifying the source of materials: China was Amana's principal supplier for its supplies since that country offered the company the opportunity to buy the necessary components at the lowest feasible price. However, the first signs of the epidemic came in China, which prompted the government of that nation to quarantine the whole country. Because of this, there was a lack of supplies, which led to an increase in the cost of those items. The actual cost of materials per unit, which was £3.5, was much more than the projected cost of materials per unit, which was only £2.50. This represents a discrepancy of 1 pound for each unit of materials that was purchased. If Amana had access to more than one source, it would not have been compelled to absorb such a huge rise in the cost of obtaining the materials. Instead, Amana might have chosen to negotiate better terms with the higher-priced supplier. Amana is able to utilize various regional suppliers in addition to some other sources, such as the Indian subcontinent or South America, both of which have material costs that are normally cheaper than those of other countries (Mir et al., 2016). This allows Amana to keep its prices competitive with its competitors. Having several suppliers also increases bargain power of the Amana Ltd. which can be used to further reduce the purchase price of the materials and help increase the contribution margin.  
Modernizing the manufacturing facility to reduce the labour cost: The amount that Amana Ltd. spends on labour has the largest degree of volatility of all of the expenditures that they incur. The actual cost of labour was £440,000, but the flexible planned cost for labour was only £320,000; hence, the variance was $120,000 in the negative direction. The variance was due to the fact that the actual cost of labour was higher than the flexible budgeted cost for labour. In the budget, the cost of labour per unit was predicted to be four pounds, but the actual cost of labour was five and a half pounds per unit. During the pandemic, there is a possibility that there would be a shortage of available personnel, which might lead to an increase in the cost of labour. In addition, ensuring the health and safety of employees while a pandemic is ongoing might be another factor that drives up expenses (Waller, 2020). It is possible that the amount of time and effort required to produce a single item will be much more than what would be required under typical conditions due to the inherent inefficiency and other risks associated with human labour. The cost of labour per unit will increase in direct proportion to the total number of hours performed.
To mitigate the negative consequences of these factors Amana is capable of incorporating innovative technology into the production process, which will both improve the effectiveness of the labour performed and result in the need for an increased number of employees in the plant. Robots and other automated equipment in today's factories make it possible to create goods without the direct participation of human laborers (Song, 2017). As a result, production capacity may be greatly increased without the need to recruit more employees. In addition, robots eliminate the need for additional health and safety safeguards, and production is not negatively impacted by a reduction in the number of employees that are on-site during lockdowns.

[bookmark: _Toc118583835]Part B: Analysis Whether to Set Own Online Shop or to Sell Through Amazon
	Particulars
	Own Online Shop
	Amazon Sale

	
	Amount(£)
	Amount(£)
	Amount(£)
	Amount(£)

	Sales Units 
	 
	100,000
	 
	65,000

	Sales Revenue 
	 
	2,500,000
	 
	1,625,000

	Variable Costs 
	 
	 
	 
	 

	Materials cost
	-250,000
	 
	-162,500
	 

	Labour wage
	-400,000
	 
	-260,000
	 

	Overheads 
	-150,000
	-800,000
	-97,500
	-520,000

	Contribution/Gross Profit 
	 
	1,700,000
	 
	1,105,000

	Fixed Costs 
	 
	 
	 
	 

	Warehouse rental*
	-100,000
	 
	-100,000
	 

	Insurance*
	-50,000
	 
	-50,000
	 

	Supervisor salary in warehouse *
	-25,000
	 
	-25,000
	 

	Network Setup Cost
	-150,000
	 
	0
	 

	Upgrading Website 
	-50,000
	 
	0
	 

	IT Programmer Salary
	-35,000
	 
	0
	 

	Fulfilment fees to Amazon
	0
	-585,000
	-50,000
	-400,000

	Operating Profit 
	 
	1,290,000
	 
	880,000


*As online sales will 50% of total sales the budgeted relevant fixed costs will also be 50%.
Since of the present conditions, Amana has to develop a plan to begin selling their goods online. This is necessary because the possibility exists that consumers would be compelled to stay indoors, which would be detrimental to Amana's sales. When it comes to selling things online, the choice that should be made is the one that offers the most potential for profit while incurring the fewest total costs associated with doing so (Rice, 2015). There are two different channels via which Amana items may be sold online: the company's own e-commerce website, as well as Amazon, a marketplace that facilitates online buying. There are benefits and cons associated with every option the firm has available to it. Before settling on one of the two possibilities, Amana has to first do a cost-benefit analysis of both of her choices. However, opening one's own online shop comes with a variety of fixed expenditures that need to be spent in order to get the online shop up and running (Atkinson, 2021). This might result in a substantial increase in sales, but opening one's own online shop also comes with a significant potential increase in sales. These expenses include, among other things, the pay of those working in information technology as well as the cost of building up the network. When all of the important expenses are included in, the option of beginning one's own online company will result in a profit of 1,290,000 after the firm is up and running. The problem, however, is that the figures provided for the company's own website sales are just projections, and there is no guarantee that they will really take place. Therefore, operating own online business puts the firm in a more precarious position than shopping at established online retailers.
If Amana makes the decision to sell its products via Amazon, the firm is guaranteed to sell a total of 65,000 units, which will result in a revenue of £1,625,000 from the sales of these units. In the alternative, Amana may choose to sell its products through another online retailer. As an additional option, Amana may decide to offer its wares on the company's own website. However, in order for Amana to register with Amazon, the firm is required to pay a fulfilment cost that is equal to 50,000 British pounds. This fee must be paid before the registration can be processed. Before Amana can start selling their products on Amazon, they are need to pay this charge first. As a consequence of this, the total operating profit of the firm will equal to 880,000 pounds, which is a significant number less than the amount obtained while selling things through their very own online shop. This is due to the fact that the overall income of the organization will amount to 880,000 pounds. Consequently, if we take into consideration the total amount of operational profit, the alternative choice of opening one's own online store is the most profitable one; nevertheless, it also presents the business with a greater risk. As a direct result of this, when we take into consideration the whole amount of operational profit.
It is conceivable that Amana will make the decision to sell using both of the available alternatives in order to lessen the amount of risk to which they are exposed while simultaneously raising the amount of potential profit they may earn. Amazon is providing guaranteed sales and own shop will result in expanded opportunities for greater sales and better operational profitability. Amana is able to maximize the amount of money it may potentially make while also reducing the amount of danger it would otherwise be exposed to if it chooses both of the available options. This is because it is able to maximize the amount of money it may potentially make while also choosing both of the available options. But if to chose one of these two the firm should go for its own online store. 
[bookmark: _Toc118583836]Conclusion 
Analysis the costs is the most reliable approach when making managerial decisions. Control over costs and ensuring higher profitability can be achieved through analysis and comparing the actual cost figures with the budgeted amounts. Though the static budget some incorrect indications, if the budget is converted to a flexible one than comparison becomes more accurate (Hopwood et al., 2018). Flexed budget has shown the actual deficiencies of the Amana Ltd. for its reduced profitability and higher costs. Amana should control its material and labour costs to control more expenses. Also, the budgeted analysis of online sales options showed which option is more profitable for the firm and Amana should open its own online shop if it has to chose one option. 
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