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[bookmark: _Toc69407287]PART A

Executive summary: In this part detailed discussion has been made on various aspects of budgetary control system with special attention to the flexible budget and its utilities. The flexible budget has been formulated for a tourism company which shows the impact of pandemic situation on the profitability of business. Thereafter, some recommendations and conclusion have been made in this regard.

[bookmark: _Toc69407288]Introduction
Analysis of the internal financial performance is an important aspect of every organization. Every organization tries to maximize its profit by increasing its market share. The strength of the organization is created by the operational efficiency of the business. Budget and budgetary control system provides the organization with a comprehensive blueprint of its future course of action. Without proper budget formulation, a company faces various internal and external adversities. Therefore, proper controlling is required. Budget is used for the purpose of controlling and the actual organizational performance is always compared with the budget figures. In this way, preparation of budget plays an important role in the process of wealth maximization.
[bookmark: _Toc69407289]Budgetary control
Budgetary control may be defined as a comprehensive process of identifying the areas of controlling, formulating budget, measuring the actual performance, make comparison among the actual; and budgeted figures. Then, proper controlling measures are taken in the areas of deficiencies. Budget is a written plan for the future courses of activities (Oyebode, 2018). It may be monetary or non-monetary (quantitative). Basically, there are various cost or responsibility centers in an organization. Each of these should formulate budget for their performance measurement. When the actual performance is lower than that of the budgeted performance and adversely affect the performance, proper controlling measures should be imposed without delay. Some important functional budgets that are prepared by the companies are discussed below:
· Cash budget: Future cash movements are to be planned for the purpose of liquidity management. Without having cash budget, cash movements cannot be properly estimated. Particularly, during the situations of socio- economic crisis, cash management becomes an important aspect of the business. (Ugoani,  2019)
· Research and development budget: This budget is prepared for the purpose of drafting a future plan for research and development. 
· Production budget: Prepared for drafting a blueprint of future production plan.
· Sales budget: Prepared for measuring the sale performance in the future period. (Afrifa and Tingbani, 2018)
· Promotional budget: This budget is prepared for obtaining a future plan for the promotional expenses.
On the basis of time, budget can be classified into long term, medium term and short term. Sales or production budgets are categorized in short term budget. On the other hand, the acquisition of capital assets and its benefit analysis can be categorized into long term. The combination of all the functional budgets is called as “master budget”. In the Government sector, “zero based budgets” is prepared where fresh budgets are prepared each year. No previous budget balance is considered. In this way, budget and budgetary control helps an organization to maximize its operational efficiency.
[bookmark: _Toc69407290]Monthly control report
Financial controlling is important for the purpose of identifying operational errors and rectifying it for maximizing the business process.  Every business organization needs to frame a monthly controlling system for the purpose of minimizing operational errors and continuously monitoring the functions. Since, the organization needs to deal with numerous transactions and the business environment is changing rapidly day by day, short term monitoring and controlling is required. Monthly control report provides an overview of the budgeted figures, actual performance and deviation among them.
[bookmark: _Toc69407291]Flexible budget
The flexible budget can be defined as a budget which will accept or adjust with grievances in activity level or volume. It is very useful and much more sophisticated than any kind of static budget which remains unaltered from the value established during the preparation of the budget (Egbunike and Unamma, 2017). Actual performance is compared with the budgeted one at various levels of activities. This is done only for the purpose of controlling the expenses. Major steps need to be followed for the preparation of flexible budget is as follows:
· Identification of fixed cost and locates them in the model of the budget.
· Ascertain the time up to which all the associated variable costs that are modified as the level of activity changes.
· Formation of the model of budget, where fixed cost are recovered from the amount of contribution. Contribution is calculated by deducting total variable cost from total revenue from operations. (Henttu-Aho, 2018.)
· Keep record of actual business activity measures into that particular model after the completion of one accounting period. Variable cost should be continuously updated.
· The resulting flexible budget should be entered for the period that is completed in the system of accounting for conducting comparison among actual and budgeted values.

[bookmark: _Toc69407292]Scenario analysis
According to the given case, Amana Limited is a family business operating in the area of travel and tourism. Basically the location of the company is in England and its sales souvenirs to the potential tourists. The company serves at different locations throughout England like London Bridge, Brighton, and Bucking ham palace, Westminster Bridge, Manchester City Centre and Birmingham City Centre. These souvenirs are manufactured by a company located in China. It is operating the business very successfully for last 40 years and well aware about the industrial pattern. The current outbreak of "covid-19 pandemic" has disrupted the business operation of the company and as a consequence government was bound to impose some restriction on production and movement of goods among business places. It is a great adversity for the company in tourism sector. Due to search condition, Amana Limited could not meet its business objectives and some major divisions are required to be made to cope up with this condition. Under such a situation, company has appointed a manager for the preparation of cost control report for various levels of sales activities and comparison is made between actual and budgeted figures for the purpose of cost optimization.

In the books of Amana Ltd
Monthly control report
	
Particulars
	
Budgeted(£)
	
Per unit(£)
	
Actual(£)
	
Per unit(£)
	Variance amount (£)
	Variance Percentage (%)

	Sales
	2500000
	25
	1600000
	20
	-900000
	-0.36

	Less,
	
	0
	
	0
	0
	

	Variable costs
	
	0
	
	0
	0
	

	Materials
	250000
	2.5
	280,000
	3.5
	30000
	0.12

	Labor
	400000
	4
	440,000
	5.5
	40000
	0.10

	Overhead
	150000
	1.5
	120,000
	1.5
	-30000
	-0.20

	Contribution
	1700000
	17
	1,160,000
	14.5
	-540000
	-0.32

	Fixed overheads:
	
	0
	
	0
	0
	

	Warehouse rental
	200,000
	2
	170,000
	2.125
	-30000
	-0.15

	Insurance
	100,000
	1
	100,000
	1.25
	0
	0.00

	Fulltime warehouse supervisor salary
	50,000
	0.5
	35,000
	0.4375
	-15000
	-0.30

	Profit (Loss)
	1,350,000
	13.5
	855,000
	10.6875
	-495000
	-0.37




[bookmark: _Toc69407293]Performance analysis
According to the above analysis, the impact of covid-19 is very clearly depicted in the actual performance of Amana Limited. The budget itself was £ 250000, what is the actual service is only £ 160000. -36% derivation is found in the sales figure and it is surely the impact of lock down situation. Sales per unit are £ 20 and in the budgeted figure it was 25 pound per unit. There are various components of variable costs like material, labor and overhead. Except overhead cost, all other variable costs per unit increased substantially in the actual case over the budgeted one. In case of variable overhead, the percentage of decrease is -20%. Warehouse rental cost decreased by 15% and insurance cost remained unchanged. On the other hand the full time house professor salary decreased by £ 15000. The budgeted profit was £ 1350000 and the actual profit earned by the organization is only £ 855000 . That is there is a deviation of 37% between the budgeted and actual profit. It is very clear that the pandemic situation has adversely affected the tourism industry and the Amana Limited is not an exceptional unit in the industry. Some measures can be taken by the company for the diversification of business risk factors associated with organization.

[bookmark: _Toc69407294]Recommendation
The economy in the United Kingdom is largely dependent on the tourism industry and the country can be benefited from various policy initiatives for its visitors. Though the actual sale of souvenir decreased by around 36%, the company is advised to adopt online promotional tools and implement the electronic version of souvenir that can reach a large segment of customers throughout the market. The printing charges are much higher and also the cost of transportation can be avoided if the company implements the online version of their publications. Another thing, that is to be advised that small manufacturing point should be established in house so that the souvenirs can be printed within the organization. In this way, Amana Limited can manage the impact of the risk of covid-19.

[bookmark: _Toc69407295]Conclusion
The travel and tourism sector has been suffering from adverse economic situations since the beginning of 2020. The rapid spread of pandemic situation and subsequent lockdown has disrupted the business operations as well as the movement of tourist among various tourist destinations. No external persons are allowed to enter into the domestic territory and if in some cases they are allowed to do so, they are being kept complete isolation for some days. Therefore, it is very clear that the absence of tourists have almost stopped the economic activities of the sector. It is the point of time when the concept of e- tourism that can be articulated and printing materials like souvenir and magazines should be published online. That would in one hand would cut the total cost and on the other hand, expand the market quickly. In this way, the tourism and associated sectors may survive.

[bookmark: _Toc69407296]PART B

Executive summary: Online selling has become the most popular trend in case of business processes. Transactions are now a day done online and it leads the organizations to cut its total cost. In this paper, discussion has been made on the viability of the adaptation of online selling system and its impact on the selected company under study.
[bookmark: _Toc69407297]Introduction
Due to the outbreak of COVID – 19 pandemic, many businesses all over the globe are operating online and expanding the market share throughout the market segments. Travel and tourism sector has been very badly affected due to the ongoing pandemic condition and subsequent lockdowns. Many tourism and associated companies are changing their business strategies and selling their offerings online to cut the total cost of operations and sustain in the market place. Companies are selling souvenirs to the visitors and tourists via online. This can be performed either by establishing its own supply chain system or by hiring some other online trading companies like Amazon or Flipkart. Therefore, the selection of proper medium of selling goods online has become a challenge for the companies in the tourism sector. As the competitors are going online, to survive in the market, all the companies should trade online.  
[bookmark: _Toc69407298]Online business concept
Online business can be defined the execution of business transactions which includes information sharing and exchange of services and products among various units in the society. Electronic commerce basically focuses on the utilization of communication and information technology for enabling the external business activities and corporate relationships among various groups, individuals and other businesses (Adedoyin and Soykan, 2020). As a consequence of the situation, the total system is largely dependent on the online mode of transactions. Several lockdowns and disruption in the supply chain process have forced organizations to sell their product online. It can be done weather to the establishment of own online portal or it may take help of online e- commerce platforms (Williams, 2021). If it establishes its own online selling system, several establishment expenses need to be paid. On the other hand, in case of taking help of e-commerce platforms, the company needs to pay some annual charges.

Business scenario
According to the given case, Amana Limited is a family business operating in the area of travel and tourism. Basically the location of the company is in England and its sales souvenirs to the potential tourists. The company serves different locations throughout England like London Bridge, Brighton, and Bucking ham palace, Westminster Bridge, Manchester City Centre and Birmingham City Centre. These souvenirs are manufactured by a company located in China. It is operating the business very successfully for last 40 years and well aware about the industrial pattern. The current outbreak of "covid-19 pandemic" has disrupted the business operation of the company. Mr. Amana noticed a lot of competitors are selling online to the customers in US, Europe and United Kingdom. Therefore for the purpose of cost cutting and expansion of business, he is planning to close down its branches at Manchester City Centre, Birmingham City Centre, and Brighton. Two options are available for him for going online. Either he can open his own online shop or cancel the souvenirs on Amazon.

Total cost if own delivery system established
	Particulars
	Amount

	Cost of setting up delivery network
	150000

	Cost of up gradation
	50000

	Salary of fulltime IT programmer
	35000

	Total cost
	235000

	Expected sales
	100000

	Cost per unit during initial year
	2.35



Cost incurred if goods are sold online
	Particulars
	Amount

	Amazon fulfillment fees
	50000

	Expected sales
	65000

	Cost per unit during initial year
	0.769231



[bookmark: _Toc69407299]Analysis and interpretation
The company establishes its own online shop, there is a guaranteed sale of 1 lakh units per annum and the total online sales would be 50% of its total sales. In such a situation, the company has to pay a number of capital expenditures like cost of setting up delivery network of 150000 pound, website up gradation cost of 50000 pound and salary to IT programmers 35000 per annum. The total cost would be 235000 at the initial level. Cost per unit during initially would be 2.35 pound. Though it is a costly affair, yet there is a guaranteed sale of 1 lakh units and the level of competition is lower. Total control over pricing and return policy is in the hand of company. On the contrary if Amana Limited sells its product on Amazon, there is a guaranteed sale of 65000 units annually and it is a potential of being increased. Only Amazon fulfillment fee needs to be paid and the amount is only 50000 pound. In this case the company faces high level of competition. In the first case the company would have the total control and it can avail the advantage of economies of scale. During the pandemic situation, it is advisable that for the next three years, the form suit sell products on Amazon and by this time some surplus should be accumulated for the establishment of own online shop in the post situation.

[bookmark: _Toc69407300]Recommendations
It is recommended that Amana Limited needs to do the followings for the sustaining in the market price during post- pandemic situation:
· For current and next 2 years, company should sell its product on Amazon due to prevailing uncertainty in the market place.
· Prepare future plan and conduct feasibility study for the establishment of its own online shop.
· Continuously improve its offerings and forecast market trends with the help of predictive analytics system.

[bookmark: _Toc69407301]Conclusion
Tourism and travel industry all over the world is facing tremendous financial and economic pressures due to prevailing pandemic situation. Rapid and unexpected outbreak of the virus not only impacted human health but also economic health of the globe. Under such a situation, no travellers of visiting tourist destinations and as a consequence of that, tourism and aviation industry are very badly affected. It is the high time for almost all the companies to adapt online selling system of its product that would enable them to expand market share and cut total cost. As the existence has become challenge for the tourism companies, the organizations are therefore advised to modify its offerings and deliver the same via online modes. For those companies who are suffering from liquidity crisis, suit sale their products online platforms like Amazon or Flipkart. It would enable them to be in the marketplace and they would have adequate time for framing a proper plan for the establishment of its own online shop. 
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