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Introduction 
     
         As a family-owned tourist business with multiple stores across England, Amana LTD faces multiple challenges in its operations because of the Covid-19 pandemic that disrupts activities. The company sells souvenirs produced by a Chinese manufacturer, therefore meeting difficulties in the supply channel. Another major issue the business faced was distributing its products because of government restrictions.
The Management Report aims to prepare a control report, calculate key variances in order to understand the business performance following recommendations relevant to the findings and analyse the decision to move its operations online. 
         The analysis is structured in two parts: Part A and Part B. In Part A, three aspects are shown; first is the calculation and analysis of the original budget, flexed budget, variances, and projecting the behaviour of the variance whether these are favourable or unfavourable for the organisation; second, the analysis of Amanas's performance during 2020; thirds are recommendations on areas of improvement. Part B comprises a comprehensive analysis of the CEO's decision to operate online. It emphasises benefits and limitations and suggestions that could support the decision-making process.

Part A. Monthly Report 

     Control report provides opportunities to gather necessary financial data, which therefore help in the decision-making process. Elliot ( 2009) argued that the control report must be relevant to the company's requirements. The calculation and analysis made are done considering the relevancy of the situation in order to make it as efficient as possible. 
       The first step to calculating the original budget would be to add a new column of flexible budget' which present the expected cost of variable costs if the standard costs per unit are applied to the new output level. After that, a data-sheet analysis clarifies the labour and material quantities and variable costs.
The original budget 
	Original Budget = Variable Costs  Cost per unit 


	Materials 
	  £250,000


	Labour 
	   £400,000

	Overhead 
	   £150,000

	Contribution 
	£1,700,000

	Note:  
The variable costs 
1. 
2. 
3. 
4. 
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Flexible budget   
	Flexible Budget= Actual production volume x Cost per unit

	Unit
	    80,000

	Materials 
	  200,000

	Labour 
	  320,000

	Overhead
	  120,000

	Contribution
	1,360,000

	Profit
	  455,000

	Note: 
1. 
2. 
3. 120,000
4. 1,360,000
Flexed budget 
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Calculating Variance 

	Variance= Flexible budget- Actual cost

	Units 
	

	Selling Price 
	

	Revenue 
	                           400,000

	Variable costs

	Materials 
	

	Labour 
	

	Overhead
	

	Contribution
	

	Fixed Costs

	Warehouse rental 
	

	Insurance 
	

	Fulltime salary for the supervisor 
	

	Profit 
	

	Note: 

Actual budget 




Variable Costs
1. Materials  
2. Labour   320     
3. Overhead  
4. Contribution 1360,000-760,000
Fixed Costs
5. Warehouse rental  
6. Insurance  
7. Salary  
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Summary Variances and Variance Behaviour 
	Items 
	Cost per unit 
	Original (£)
	Flexed (£)
	Actual (£)
	Variance (£)
	Variance Behaviour 

	Units 
	100,000
	100,000
	80,000
	80,000
	0
	Unfavourable 

	Selling price
	
	25
	2,500,000
	2,500,000
	        
	

	Revenue 
	
	2,500,000
	200,000,000
	1,600,000
	400,000
	Favourable 

	Variable costs: 
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	-80,000
	Unfavourable 

	Labour
	4
	400,000
	320,000
	440,000
	-120,000
	Unfavourable 

	Overhead
	1.50
	150,000
	120,000
	120,000
	0 
	

	Contribution 
	17
	1,700,000
	1,360,000
	760,000
	600,000
	Favourable

	Fixed overheads: 
	
	

	Warehouse rental
	200,000
	200,000
	200,000
	170,000
	30,000
	Favourable 

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

	Fulltime warehouse supervisor salary. 
	50,000
	50,000
	50,000
	35,000
	15,000
	Favourable

	Profit 
	1,350,000
	1,010,000
	455,000
	555,000
	Favourable  
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The performance Analysis 
        Based on the data, it can be observed that Amana's performance suffered because of the Covid-19 pandemic. On the other hand, it also demonstrated poor business management and an inability to face changes that occur. In February 2021, there were 80,000 units sold, as compared with 100,000 estimated in the original budget. Therefore, creating an adverse variance.  The units have been reduced, which could have been because of the decreased demand. The tourism has been one of the most affected industries as there was a very high number of cancelled reservations, a significant decrease in international travel, and variations in consumption behaviour 
(Diego R. Toubes, 2021). Amana's strategy to drop the price from 25 pounds to 20 and therefore, increase the sales showed to be ineffective and contributed to a profit decrease. It can be a suitable method if applied along with other techniques. (Simon, 2015) argued that managers are hesitant to increase the price; however, keeping a lower price may not be effective for the organisation in the long run, especially when the costs of supplies increase. 
         The findings show that almost all variable costs create an adverse variance, unfavourable for company performance. The cost of materials has a variance of £80,000 higher which can be highly damaging if not followed by other financial strategies such as reducing unnecessary costs or finding cheaper supplies. Similarly, labour costs are 120,000 higher compared to flexible budget. According to Hammermesh (2022), increased labour costs mean higher wage rates and employee benefits. On the other hand, it can reduce companies' profits, including the number of jobs and the hours each individual works. Considering the risks involved, because of the pandemic, the labour costs should be kept down as the production decreases and demand. The cost for overhead is lower in the actual budget than the original budget. Anbarasu (2008) argued that variable overhead changes in direct proportion to changes in production volume. Amana's production dropped; therefore, it is expected for the overhead to be lower. The variance is 0, which does not generate loses but neither benefit the firm. Contribution is essential for the business as it shows if the return is enough for the business to make a profit after considering the fixed costs. The contribution is positive which is a favourable variance. 



Recommendations for improvement 

       It is recommended that Mr. Amana apply various financial strategies to enhance the company's performance and profitability. Based on the analysis, several weaknesses have been identified that could be improved. As the number of items sold was lower than expected, the immediate action taken was to cut the unnecessary expenses to compensate for lower sales. In addition to that, the cost of materials should be revised, and even considering finding better sustainable solutions such as alternative suppliers with a better price option. Scarpens (2007) argued that quality products lead to consumer satisfaction which in turn may generate high demand for the product. Nevertheless, this hypothesis may lead to adverse effects; it is why controlling is a vital tool to avoid loss.  
        The organisation requires a new approach to financial planning and performance management; it has to demonstrate an effective and rapid realignment of plans and actions and ensure organizational resilience (Agrawal et al., 2020) not only in the period of a pandemic but also in adapting to post-pandemic trends. Most companies fail because of their inability to adapt to changes. Gaskel (2021) believes that while the pandemic has undoubtedly been challenging for businesses, it has given opportunities to transform and become stronger, better businesses. Mr. Amana must also adapt and change the business operations to innovate the company and make the products available for its consumers from their homes. There are certain risks involved; however, the company's financial situation cannot be analysed without considering other aspects of the business as it is a crucial element of the company as a whole. 
        Therefore, managing finance and operations, marketing, and sales are equally important for business success as these are all interconnected with one another. Other strategies that can be applied to increase profit are recovering outstanding debts and reducing or cutting, where possible variable costs. For example, put on hold the increases in employee's salary or additional benefits to keep the labour costs down. In addition to that, applying to a governmental scheme could help cover parts of expenses destined for employees' salaries. Moreover, Mr. Amana could consider selling assets, whether they are tangible or intangible such as patents, furniture, inventory, etc. As suggested previously, increasing the prices slightly may be an excellent opportunity to generate profit; however, it must come with additional strategies to bring value to the products, and new marketing techniques could be of great support.      As it is known that the number of items is lower than projected in the actual budget, it is why finding new channels of distribution may be a relevant solution to keep the number up without reducing the price and at the same time changing the operations process making it more sustainable. Also, this may require including additional payment options for consumers to make the purchasing process much more accessible. As Covid-19 pandemics affected the global economy, governments are trying to support businesses as much as possible; therefore, applying for support and loans with a low-interest rate can be a game-changer for the business until it fully recovers. It is crucial to acknowledge that the suggested recommendations do not necessarily have to be applied altogether in the order mentioned; instead, those more relevant to the business and current situation could be selected and adapted.  

  

Part B. Development strategy 

Online store; Benefits and Limitations 
          Multiple businesses have adapted strategies to adapt to changes related to Covid-19 restrictions and disturbances in operations, including Amana's competitors. Therefore, as Amana has also decided to move 50% of the sales online, this part will discuss if the decision is sustainable. Also, it will provide an analysis of whichever option is better for the business, whether to open its own online store or use the Amazon platform. Hipps (2020) argued that operating online can be an excellent tactic to survive the current pandemic. Not only that, but also to position in the follow-up waves and other unpredictable events that may occur. It could be the best survival option available. Besides that, there are multiple benefits associated with an online business. For example, the products will be available for clients 24/7 and do not require them to come to the stores or travel. Also, there are growth opportunities and expansion to different markets. The products will be available not only in the UK but also in other countries, reaching, therefore, a wider audience. 
          Covid -19 changed the consumer's behaviour; many people prefer to work from home and shop online within the comfort of their homes. Opening its store can be a good strategy for developing the company branding, gaining customer loyalty, and having a price advantage. It can be an effective long-term strategy. Operating online will help to cut costs for inventory and rental spaces. Nevertheless, for the transition to be successful, it is essential to ensure a sufficient budget, and the costs of maintaining an online business should also be considered. The additional estimated costs are £235,000, the higher percentage to spend on delivery costs. 
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Figure 1. Variable costs for online store



        Despite having multiple advantages, operating online using own store also involve risks and limitations. Some examples are accessibility and consumer awareness which requires time. It cannot be easy to strengthen the online presence as there are multiple channels available and options to choose from. Besides that, the disadvantages of e-commerce can be technical and non-technical (Taher, 2021), including customers may not be happy with their purchase leading to product return, delays in delivery, or lost products may lead to unsatisfied clients who, therefore, leave negative reviews which demonstrate to have an essential role in attracting more clients. In addition to that, as the business develops, they may be required additional expenses besides those initially set, such as customer support operators. In terms of technical issues, security issues and potential credit card fraud may occur. Additional expenses may be required to overcome this issue, so Amana Ltd should carefully consider these risks in financial planning. 
Amazon Marketplace 


       Besides that, when owning an online store, there is an option to use platforms that are already very popular and used by many businesses, such as eBay, Amazon, AliExpress, etc. As Amana Ltd is considering using Amazon Marketplace, the focus is cantered on this marketplace. The advantages of using this platform are the access to a wide range of consumers, the shipping is reasonable, the delivery is fast, and customer service is available. Amazon is regarded as a top website for sales comprising new start-ups and highly profitable companies with years of operations. Amazon Marketplace can assist in promoting the product by putting it into the spotlight. Amazon has a review strategy; if the consumers like your products and leave positive reviews, the number of units sold increases. Amazon has remained the most outstanding leader in E-commerce since 1995 (Sadq, 2018); it has knowledge of its clients and provides the best possible E-commerce worldwide. Entering this market, Amana LD must be expected to face challenges in terms of competition, price, return policy, and brand image. Amazon has a voluntary return policy; defective items return policy (Amazon Website, 2022) which may impact business profit. Nevertheless, the investment required for Amazon is lower than operating its own online store. 
Both options have advantages and limitations; nevertheless, using Amazon requires lover investments than running its e-store. Also, it may imply fewer risks.   Choosing Amazon could be an excellent short-term solution; the expected number of items sold is 65,000, lower than 100,000 using an online store. The profit could be higher for own store if cost-cutting measures were applied to reduce unnecessary expenses. It could be a better option for long-term running during pandemic and post-pandemic as the company will have the freedom over the pricing strategy. Moving operations online in itself is a good decision; choosing the best option should be considered not only based on the financial situation but also based on company values and long-term goals.




Conclusion 


         In conclusion, Amana ltd performance suffered during the pandemic. It showed poor business management and an inability to face changes that occur.  The findings show favourable and unfavourable indicators for company performance. Some of the strategies that could be applied to improve earnings are recovering outstanding debts, reducing, or cutting where possible variable costs such as labour, materials or even selling some of its assets, besides adapting short term strategies there should be extensive planning in adapting to post pandemic trends. Despite challenges the firm faced it was profitable, however with a variance of £555, 000. The organisation requires a new approach to financial planning and performance management. The decision to operate online could be the best survival option available, whether through an e-store or Amazon but these involve risks and limitations which must not be ignored. Nevertheless, the e-store could be a more suitable choice for the long-term, even in the post-pandemic, as the company will have the ability to control the price. 
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