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Introduction

   This report will subtotal a monthly control report with data on the original and flexible budget and their variances, owned by Amana Ltd.  Since Amana Ltd.  is a tourist business selling souvenirs and these souvenirs are produced by Chinese suppliers, then the business has acutely felt the recent outbreak of the COVID-19 pandemic and the consequences of it are very tangible.  Due to government restrictions on the free movement of tourists, Amana's revenue has plummeted.  In this report, we examine the company's activities throughout 2020, and will also provide recommendations to the director of Amana Ltd on how to improve his business.  Based on competitive market research, a question was raised to take the business of selling souvenirs online.  After studying all the factors, a final decision will be made on how exactly the company will carry out its activities in the online space.


   




















Control Report for Amana Ltd




	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5UF

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

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

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

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

	Fixed overheads:
	
	
	
	
	

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

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

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

	Profit
	
	1,350,000
	1,010,000
	455,000
	555,000UF




· Variance = Actual Budget – Flexed Budget

· Actual Budget 
Revenue: Units * Selling price= 80,00 * 20= 1,600,000
Profit: Contribution - Warehouse Rental – Insurance - Fulltime warehouse supervisor salary= =760,000 - 170,000 - 100,000 - 35,000= 455,000

· Original Budget
Revenue: Units * Selling price= 100,000 * 25= 2,500,000
Materials: Units * Materials per unit= 100,000 * 2,50= 250,000
Labour: Units * Labour per unit= 100,000 * 4= 400,000
Overhead: Units * Overhead per unit= 100,000 * 1,50= 150,000
Contribution: Revenue – Materials – Labour - Overhead= 2,500,000 - 250,000 - 400,000 -      
-150,000=1,700,000
Profit: Contribution - Warehouse Rental – Insurance - Fulltime warehouse supervisor salary= = 1,700,000 - 200,000 - 100,000 - 50,000= 1,350,000

· Flexed Budget
Flexed units = Actual Units: 80,000
Flexed selling price = Original selling price: 25

Revenue: Units * Selling price= 80,000 *25= 2,000,000
Materials: Units * Materials per unit= 80,000 * 2,50= 200,000
Labour: Units * Labour per unit= 80,000 * 4= 320,000
Overhead: Units * Overhead per unit= 80,000 * 1,50= 120,000
Contribution: Revenue – Materials – Labour – Overhead= 2,000,000 – 200,000 – 320,000 – 
-120,000= 1,360,000 
Profit: Contribution – Warehouse Rental – Insurance – Fulltime warehouse supervisor salary= 1,360,000 – 200,000 – 100,000 – 50,000= 1,010,000


   










Amana Performance Report 2020

   Amana Ltd.  As a family-owned seasonal business in the travel souvenir business, we are fully experiencing the effects of the COVID-19 pandemic in 2020.  Since the government imposed strict restrictions on the movement of tourists and travel, the company's revenue dropped sharply in April 2020 and Amana Ltd did not achieve the desired sales during the Easter period.  Even though sales increased slightly in the middle of the year and in summer tourists were still able to please themselves with souvenirs, which, by the way, they can buy at several tourist points at once (London Bridge, Brighton, Westminster Bridge, Buckingham Palace and the centre of Manchester).  then at the end of the year, all the same, the business again suffered from the pandemic and various restrictions on movement, and starting from December 2020, all the savings that had been so heavily accumulated in the summer were depleted and used.
   Business of Amana Ltd.  is a family business with established rules and traditions.  For 40 years the products sold by them please tourists and leave a memorable imprint in their hearts.  Throughout its history, Amana has exclusively sold in physical stores and has never had any experience of selling online or in any other way.  Also, not an unimportant point that affects the company's report and the general command of the business during the COVID-19 pandemic is the fact that all souvenirs are made by a Chinese manufacturer and Amana itself determines projects and models for further production of products and souvenirs.
   And so, having prepared a report on the control of Amana Ltd.  and having thoroughly studied the data of the original budget, the flexible budget and all available deviations, one can immediately note unfavourable deviations for some indicators and, unfortunately, they are predominant.  There are negative variances in labour, materials, and income in the original budget.  Looking at the original budget, we see a £400,000 decrease in revenue in 2020 compared to the flexible budget.  One can trace the superficial reason for the decline in income by this amount by turning one's attention to the selling price, which also fell in the original budget by £5.  Accordingly, the entire income of the company decreased in the same period.
   When an analysis was made of the labour and materials figures for 2020 in the original budget, the following negative deviations were found: £120,000 and £80,000 respectively.
   The growth in such indicators as materials can be explained by an increase in prices both for the productivity of the products themselves, which Amana Ltd sells, and for an increase in the cost of supplying finished products to the UK.  Due to the COVID-19 pandemic, irreversible changes have been made in production processes, in wages and working conditions for workers, and in the transportation of products in every field of activity and around the world.  Therefore, the sums spent on materials in the production of souvenirs exceeded the expected costs by £80,000, which could not but adversely affect the company's profit.
   Labour costs have risen due to the COVID-19 pandemic, as the employer was forced to increase wages for employees who, in the context of the pandemic and ongoing restrictions from governments and health authorities, were forced to continue their work, risking health and well-being.  Therefore, such unfavourable indicators have unfortunately become more of a trend than an exception due to the pandemic.
   Despite several negative indicators, it is still possible to note the presence in the original report of the company of data that positively affected the final profit of Amana Ltd.  One of these indicators is the lower wages of the supervisor who works in the warehouse and the rent of the warehouse itself.  Warehouse rent was reduced by £30,000 compared to flexible budget and warehouse supervisor salary by £15,000.  With the above amounts, Amana was able to reduce the unfavourable benefit variance in the original budget compared to the flexible budget by £45,000, which is a good indicator if this trend continues and will continue to favourably affect the company's profitability.


























Recommendations to Amana’s CEO on areas of improvement

   As a recommendation on areas for improvement, I would recommend that the CEO of Amana Ltd pay attention to the cost of renting a warehouse for their goods.  If a long-term lease agreement is concluded with the warehouse owners, it will be possible to say with certainty that this cost area will be improved.  Also, in case of a long-term lease, it is necessary to agree on the mandatory fixing of the established rental price for the entire lease period without the right not to increase.
   The next recommendation for the CEO will be the possibility of finding an alternative location for production.  If there are no changes in the price to produce the requested products, and the COVID-19 pandemic has made irreparable changes to the processes themselves and their results, the CEO of Amana Ltd may consider another country to produce the required products.  For example, in India now it is possible to produce such goods at a lower cost due to cheaper labour.
   Also, along with cheaper labour, there is the possibility of searching in India for alternative raw materials to produce souvenirs.  That is, you can leave the same process and the same technology to produce tourist souvenirs.  Amana will continue to be able to determine the appearance and quality of tourist souvenirs produced outside the UK, but now not in China, but in India, while greatly saving on two indicators at once - labour and materials.  Which in turn will immediately have a positive impact on the benefits of the company such as its future.
   Another option for recommendations on areas of improvement for the CEO of Amana Ltd.  is to consider the seasonal operation of some stores.  For example, a store in Brighton is very popular in the warm season.  Mostly on summer days, tourists flock to the coast to enjoy the scenery and the beautiful weather.  Therefore, it is possible to concentrate a wider range of goods and possibly increase the opening hours of the store and this will undoubtedly bring a positive result to the company's income.  Similarly, other shops with tourist souvenirs can be more activated in accordance with their seasonality and the demand for goods in a particular place.























Analyst report – CEO’ decision to bring Amana products online
   Since the Covid-19 pandemic has made irreparable corrections and changes in our lives, the positive aspects of this influence cannot be noted.  So, the CEO of Amana Ltd, in turn, turned his attention to how his competitors increasingly began to sell their products through various platforms on the Internet, which allows them to make their sales both in the UK and sell their products throughout Europe, Asia and the United States of America.  I can say that the decision taken by the General Director of Amana to start partly its activity on the Internet is successful and will lead to its success and increase the overall benefit of the company, and specific arguments for it will be given below.
   Firstly, the CEO of Amana Ltd not only decided to open sales of souvenirs on the Internet, but he also decided to temporarily close the branches of his stores in Brighton, Birmingham and Manchester.  This will undoubtedly optimize business operations, as 50% of sales will be transferred as online sales.  By saving on wages for employees of the above branches, renting premises where branches of shops were located, utility bills, etc., the company will be able to benefit.
   That is, if we consider the already available data for 2020 and consider the estimated costs of organizing sales on the Internet, the decision of the CEO was correct.  For a company to be successful and prosperous, it is necessary to start trading their products online and this must be done by updating and modifying their current website.  The arguments below will explain how Amana will be more successful by setting up selling through a personal website rather than through the Amazon platform.
    Based on company data for 2020, its sales revenue was £1,600,000.  If the company closes several branches and organizes online sales of its products due to a decrease in sales of 50%, then the amount of the remaining 50% of the profit from sales of physical stores will be £800,000.  Given that in order to organize online sales using a personal website, it is necessary to increase the expense item by the following amounts: £ 150,000 cost of setting up a delivery network;  50,000 the cost of updating an existing website, so that it can withstand a large number of operations and the monthly salary of a full-time IT programmer will be £ 35,000 per year, then when summing up all the costs, we get the following data: £ 235,000.  It is by this amount that the company's expenses will increase when organizing work in the online space.  But at the same time, having studied the market, there is a guarantee of sales of 100,000 units per year.  So, let's say we sell 100,000 units per year online for £20 per unit and make a profit of £2,000,000 on sales.  At the same time, we consider the additional costs when establishing work online and get a profit equal to £ 615,000 (200,000-250,000-400,000-150,000-200,000-100,000-50,000-235,000).
    If the CEO decides to organize his online activity of selling seasonal souvenirs through the Amazon platform, in this case, he will receive the following figures: fixed costs will end in a profit of £100,000.  It is clearly seen that the CEO's decision to operate through the existing improved site is absolutely justified and will positively affect the company's business.
   

   
   
   

   
   
   
