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Executive summary
The report has developed in the context of a family-owned tourist company in England named Amana Ltd. It has concentrated on the financial performance and budget of the company. The report is divided into two parts and in the first part, the monthly control report of Amana Ltd has been provided to demonstrate their different budgets. In the second part, the report has provided two different options which can help the company to make suitable decisions regarding the online business.
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[bookmark: _Toc112772670]Introduction
Many businesses have been suffering due to the pandemic and their business operations and performance have been hampered. Companies from different countries have been facing major challenges as well as huge losses in such situations. Specifically, tour and travel businesses have suffered a lot during the pandemic as the government has restricted travelling and many people stop travelling to avoid infections. Amana Ltd is a tourist company that is well-known for selling souvenirs to travelers. The organisation moreover faced difficulties and challenges during the pandemic. The report will develop the financial performance of Amana Ltd and develop a control report on their flexed, original, and variance budgets on monthly basis. The financial performance of the company will be evaluated along with providing suitable recommendations to improve its performance. Furthermore, the report will provide suitable options to the CEO of Amana Ltd to convert their business online.
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The following part of the report will focus on evaluating Amana Ltd.’s flexed, original, and variance budget in order to understand their present financial performance. A firm mainly prepares and develops their budget to evaluate their future performance and addresses the profit margin they will earn further. Preparation of the budget helps an organisation to easily recognise which aspects of their costs and spending will be very high and based on that they can develop effective measures to lessen their expenses (Wiblin, 2021). Moreover, budget aids develop financial stability. By properly tracking expenditures and following an appropriate plan, the budget makes it easier for companies to pay bills and other required costs on time, develop emergency funds, and save their financial resources to earn more profits. Therefore, a proper budget puts companies on a strong financial footing on both a long-term and day-to-day basis. If an organisation observes that their profits are lesser than their expectation, they can develop strategies for their profit margin (Carlson, 2021). Therefore, the analysis of original, variance and flexed budgets will help to demonstrate the financial performance of Amana Ltd as well as will provide a clear concept regarding their performance. 
According to the case study of the company, for the last 40 years, the performance of Amana Ltd was quite efficient and they were operating the business successfully. Before the outbreak of Covid-19, the company was selling their products offline through their stores. However, recently, the company is thinking to start an online business as well. The budget preparation and analysis will allow the company to effectively observe their finances and understand its effectiveness. 
[bookmark: _Toc112772672]i) Monthly control report preparation
Original budget:
	Amana limited

	Original Budget

	Particulars
	Unit
	Amount (£)

	Sold (Unit)
	1,00,000
	 

	Selling price
	 
	25

	Generated amount from revenue (1,00,000*25)
	 
	2500000

	Variable cost
	 
	 

	Cost of materials = 100000*2.50
	 
	250000

	Labour cost = 100,000*4
	 
	400000

	Overhead = 100,000*1.50
	 
	150000

	Total variable costs
	 
	800000

	Contribution
	 
	1700000

	Fixed overhead
	 
	 

	Warehouse rental Cost
	 
	200000

	Warehouse supervisor salary (full-time)
	 
	50000

	Insurance expenses
	 
	100000

	Total Fixed cost
	 
	350000

	Net Profit
	 
	1350000


Table 1: Original budget of Amana Ltd
Source: (Created by the author)
Evaluation: The management of the company is expecting the revenue is estimated at £25,00,000. The company is moreover expecting the profit margin to be £13,50,000. If Amana Ltd is capable to accomplish this estimated figure, it will provide a huge advantage to the entire business process of the company as it is a great and effective figure. The entire picture will, however, be made evident by calculating the flex budget and determining the variation.
Flexed budget:

	Amana limited

	Flexed budget

	Particulars
	 
	Amount (£)

	Selling unit
	80000
	 

	Selling price
	 
	20

	Amount generates from revenue (80000 * 20)
	 
	1600000

	Variable cost
	 
	 

	Labour
	 
	440000

	Cost of Materials
	 
	280000

	Overhead
	 
	120000

	Total variable cost
	 
	840000

	Contribution
	 
	760000

	Fixed cost
	 
	 

	Warehouse rental
	 
	170000

	Fulltime warehouse supervisor salary
	 
	35000

	Insurance
	 
	100000

	Total fixed cost
	 
	305000

	Net profit
	 
	455000


Table 2: Flexed budget of Amana Ltd
Source: (Created by the author)
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	Analysis of Variance

	Particulars
	Budgeted amount (£)
	Actual Amount (£)
	Variance

	Unit sold = 100,000
	 
	 
	 

	Selling price= 25
	 
	 
	 

	Amount generates from revenue
	2500000
	1600000
	900000

	Variable cost
	 
	 
	 

	Cost of Materials = 100000*2.50
	250000
	280000
	-30000

	Labour = 100,000*4
	400000
	440000
	-40000

	Overhead = 100,000*1.50
	150000
	120000
	30000

	Total variable cost
	800000
	840000
	-40000

	Contribution
	1700000
	760000
	940000

	Fixed overhead
	 
	 
	 

	Warehouse rental
	200000
	170000
	30000

	Insurance
	100000
	100000
	 

	Fulltime warehouse supervisor salary
	50000
	35000
	15000

	Total fixed cost
	350000
	305000
	45000

	Net Profit
	1350000
	455000
	-895000


Table 3: Estimation of variances between the flexed and original budgets
Source: (Created by the author)
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The above-developed flexed and variance analysis exposes that there are significant differences between net profit and revenue from the original budget. The actual and the estimation ones differ greatly, and this difference is vital. The above-prepared three budgets have already exposed that there is a major difference between the actual and estimated performance of Amana Ltd. There are certain issues with the planning and selection of the best strategy when there is a considerable gap between the expected net profit and the real net profit. The revenue that the management of the company was expecting is more than their actual earned revenue. On the contrary, the real cost came in more than they have estimated. The most significant causes of the variance in net profit are these two.
The company significantly reduced the fixed cost amount. However, they were quite unable to maintain or reduce the amount of variable cost. All these aspects indicate that Amana’s performance is not that effective. Moreover, there are various inadequacies where the management of the company requires to focus properly. The net profit earned by Amana Ltd in actuality is less than half of what they have expected. Therefore, it can be considered that their organisational performance is very ineffective and poor. If any organisation faces such type of poor financial performance, it will be very important and essential for them to select and develop effective measures and strategies to resolve these issues (Holtzman, 2016). Therefore, it is very crucial for Amana Ltd to develop proper strategies to improve its performance.
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The following recommendations will be provided to the CEO of Amana Ltd so that they can develop suitable steps for improving their entire business processes and operations. Moreover, these strategies will help the company to enhance its financial performance. 
Effective recruitment and training:
One of the suitable ways to maintain and improve business performance is to hire efficient and talented candidates. Therefore, the CEO and management of Amana Ltd are recommended to focus on recruiting talented and skilled candidates to improve organisational productivity and performance. The skills and knowledge of talented employees will help the company to conduct their daily activities without committing huge errors which will moreover help the company to reduce their regular additional costs (Stanley, 2020). In this case, the reduction of expenses due to fewer errors and mistakes will help the company to develop and execute suitable strategies and measures. Therefore, the company needs to focus on effectively utilising its recruitment process to select the right candidates for suitable job posts. While selecting the candidates, recruiters of the company must focus on testing the skills, knowledge and potential of the candidates and both offline and online interviews process can be conducted to select efficient candidates.
Along with that, the CEO of the company is recommended to organise several training activities for both new and existing employees to fulfil their skills and knowledge gaps. In this case, the management of Amana Ltd needs to monitor the regular performance of their employees to address their weak areas. Based on that, training and development programs need to arrange for improving the performance of employees. It will help the company to reduce mistakes and improve the quality of performance (Rodriguez and Walters, 2017).  
Developing suitable marketing activities:
Unique and effective marketing strategies are very crucial and beneficial for a company to increase its sales margin and revenue. In this case, sales augmentation will help Amana Ltd to increase the overall profit margin of the company. As the company is facing a major issue regarding revenue generation, the company is recommended to shift their focus to developing effective marketing strategies to increase its sales (cogentanalytics, 2021). Amana Ltd can utilise online platforms to attract more target customers and make them aware the customers of their offerings. The company is recommended to publish unique content on different popular social media platforms, like Twitter, Instagram, Facebook, Pinterest, and others to reach a huge number of target customers at a time. Moreover, the use of social media marketing will help the company to save huge costs for marketing as it is a cost-effective approach to marketing. This will moreover help the company to increase its brand recognition on social media and help to achieve a large customer base and increase sales margin (Henderson, 2020).
Reducing the company’s operational costs:
One of the major causes for the decline in Amana’s net profit is the company's significant operating expenses, which have already been stated as being one of the major factors. Therefore, the CEO and management of the company need to shift their focus to this particular area to decrease their entire operational costs. In this case, the company can reduce their expenses by acquiring materials and equipment from the local markets (Scuderi, 2022). The company manufactures and imports its souvenirs from the manufacturers in China and sells them in England which increases its operational costs due to the requirement of import taxes. Therefore, the company is recommended to select manufacturers from the markets of England or produce the products on their own to reduce their entire business costs.
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Once a company tries to change their entire business processes or enter a new target market, it becomes very crucial for the company to develop and implement some operative strategies for their business operations. The CEO of Amana Ltd is moreover trying to move almost 50% of their sales online. Moreover, the CEO is trying to step forward to online business to increase their sales margin. Therefore, Mr. Amana will have to select proper steps and measures to convert the business process. In such context, he has two choices and both of them are very useful for converting the business on the online platform. Therefore, it is vital for the company to select the most effective one. Selecting the greatest option is crucial, and any company can benefit greatly from a good option (Lake, 2021). The following part of the report will analyse the related costs of both options along with other facilities and limitations to make it easy for Mr. Amana to select the best option.
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As Amana Ltd is going to convert their business activities and sales online, it will be an effective option to develop their own websites. If this option can be successfully implemented, the company will be able to earn huge profits. It will provide a huge opportunity for the CEO for increasing their sales and revenue (Sigala, 2017). Therefore, it is essential to explain the costs related to this option and the amount the CEO is expected to gain from it.
	Option 1: If the CEO establishes their own website for products selling

	Expenses will have to pay
	Amount (£)

	Expense regarding developing a new delivery network
	150000

	Salary of IT programmer
	35000

	Upgrading the website and maintenance charge
	50000

	Total expenses
	235000

	Estimated Sales, the CEO will be able to gain
	 

	Units = (1,00,000)
	 

	Selling price (per unit)
	20

	Total Sales amount
	2000000

	Net profit = Sales - expenses
	1765000


Table 4: Profit and expenses regarding Option 1
Source: (Created by the Author)
Evaluation: The overall expenses related to option 1 are £235,000 and the overall sales expected by the company are £2.000,000. The sales amount expected by the CEO can be considered quite huge. If the company becomes able to earn a net profit of £1,765,000, this option will be most suitable and beneficial for Amana Ltd. In such context, it moreover requires to mention that the entire amount is only 50% of overall sales. Companies spend a lot of money on the costs associated with establishing or changing their business processes. Huge spending or additional spending may create a chance of let loss in the first financial year or the first quarter. However, the CEO will be capable to earn a significant net profit during the first quarter. Therefore, option 1 can be considered a very effective option for the company (Bleier et al., 2019).
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	 Option 2: Selling via Amazon

	Total expenses regarding option 2
	Amount (£)

	 Fulfilment fees of Amazon
	50000

	Estimated sales 
	 

	Unit = 65000
	 

	Price per unit
	20

	Number of sales
	1300000

	Net profit= Amount of Sales - Expenses
	1250000


Table 5: Profit and expenses regarding Option 2
Source: (Created by the Author)
In the second option, Mr. Amana's costs are significantly reduced to simply the £50,000 fulfilment fee charged by Amazon. In this specific option, the expected sales margin is very attractive. The CEO of the company will be able to annually sales their products of 65,000 units without spending many financial resources. This unit will be worth £1,300,000 and this amount is quite great for the company. However, comparing it to option 1, the sales amount is still less. Moreover, there is a significant variance in the net profit. This variance in the profit between these options is over £500,000. Along with that, there is one more ineffective aspect of option 2 which is the lack of control over return policy and pricing. In this case, the company will have to sell their products via Amazon; therefore, it will not have proper control over the pricing policy. The CEO will not be able to reduce or increase the product prices as per his own decisions (Taher, 2021). 
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Considering both the options and estimated costs related to them, it is recommended that option 1 would be more beneficial and useful for Amana Ltd. Option 1 which is establishing their own website to sell the products will not only help the company to gain a huge profit but also allow the company to have proper control over the pricing and business operations. Sufficient control over pricing, return policies, and other aspects of the business operations are vital to get success and improve the business performance and operations (Chaffey and Ellis-Chadwick, 2019). Moreover, it is vital for the company to select the option which will be more profitable for them. In this case, the implementation of the option will be more profitable for Mr Amana and his company.


[bookmark: _Toc112772679]Conclusion
It is concluded that preparing a proper budget and implementing effective strategies is important and essential for a company and their business operations and performance. The report has focused on developing and evaluating budgets for Amana Ltd and variances in their actual and flexed budgets. The report has identified suitable strategies for business improvement. Moreover, the report has highlighted suitable options for the company to increase their sales and revenue.
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