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Case Study
Amana Ltd. is the dealer in the Souvenirs and sells the products to the tourists at the different parts of the England including the Bridgton and Manchester city center. China manufactures the products in accordance with the designs that are allocated by the Amana Team. Case Study has considered the scenarios of the Global Pandemic where the Tourism industry in general was highly affected by the Outbreak in consideration of the travel ban across the nations of the world. The impact in terms of the revenues falling with the numerous lockdowns structure making some additions in the revenues at the end of the period are further discussed as a part of the analysis on the case study. The cots breakup for the product of the Amana Ltd. has been provided for the past periods. 
	 
	Original Budgets (£)
	Actuals (£)

	Units
	                 100,000 
	        80,000 

	Selling Price
	                          25 
	               20 

	Variable Costs
	 
	 

	Materials
	                            3 
	      280,000 

	Labour
	                            4 
	      440,000 

	Overhead
	                            2 
	      120,000 

	Contribution
	                          17 
	      760,000 

	Fixed Overheads:
	 
	 

	Warehouse Rental
	                 200,000 
	      170,000 

	Insurance
	                 100,000 
	      100,000 

	Fulltime Warehouse Supervisor Salary
	                   50,000 
	        35,000 



Monthly Report showing the original budget, Flexed Budgets and the respective Variances
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance
	Favorable/ Unfavorable

	Units
	 
	           100,000 
	             80,000 
	             80,000 
	 
	-

	Selling price and Value 
	                                   25 
	        2,500,000 
	        2,000,000 
	        1,600,000 
	        -400,000 
	Unfavorable

	Variable Costs
	 
	 
	 
	 
	 
	 

	Materials
	                                     3 
	           250,000 
	           200,000 
	           280,000 
	            80,000 
	Unfavorable

	Labour
	                                     4 
	           400,000 
	           320,000 
	           440,000 
	          120,000 
	Unfavorable

	Overhead
	                                     2 
	           150,000 
	           120,000 
	           120,000 
	                   -   
	-

	Total 
	                                     8 
	           800,000 
	           640,000 
	           840,000 
	          200,000 
	Unfavorable

	Contribution 
	                                   17 
	        1,700,000 
	        1,360,000 
	           760,000 
	        -600,000 
	Unfavorable

	Fixed Overheads:
	 
	 
	 
	 
	 
	 

	Warehouse Rental
	                          200,000 
	           200,000 
	           200,000 
	           170,000 
	          -30,000 
	Favorable

	Insurance
	                          100,000 
	           100,000 
	           100,000 
	           100,000 
	                   -   
	-

	Fulltime Warehouse Supervisor Salary
	                            50,000 
	             50,000 
	             50,000 
	             35,000 
	          -15,000 
	Favorable

	Total 
	 
	           350,000 
	           350,000 
	           305,000 
	          -45,000 
	Favorable

	Profit
	 
	        1,350,000 
	        1,010,000 
	           455,000 
	        -555,000 
	Unfavorable



The above report presents the details of the sales and the cost for the product. The same has been documented so as to present the original budgeted figures and the actuals figures for a particular period given for the case study. The details on the flexed budget are thus evaluated for the budgeted figures for the actual quantities. The cost is provided as the details on the variable and the fixed cost for the period. The same has been thus analyzed to provide the variance for the sales and each cost for the product and the difference in the profits have been analyzed. The positive difference is presented as the favorable for the company and the negative differences are presented as the unfavorable (Falsarella and Jannuzzi, 2017).
Evaluation on the performance of the Amana Ltd. during the year 2020
The units for the product were budgeted at the 100000 units the actual units that have been produced during the period was 80000 units. Thus the data are presented at the budgeted figures for the actual quantities to produce the accurate variances for the figures. The variance is thus difference between the flexed budget which the standard cost at the actual output and the actual figures for the particular periods (Ouassini, 2018). The figures thus have been calculated at sales values for the period. The flexed budget have been calculated as for 80000 units at 25 per unit and compared with the actual sales at 20 per units to evaluate the variance for the period. Thus the unfavorable changes and the variances have been documented at 400,000. The variable cost for the units have been updated at the actual units of the product produces by the company. Thus the variable cost for the product including the material, labour and the variable overheads are been calculated at the actual quantity (Aureli et al., 2019). The same has been thus compared with the actual figures to produce the variances for the period. The material cost has been incurred in addition of 80000 in the period over the standard budget for the periods. The labour cost has been incurred at the 440000 which is 120000 more than the standard figures that would have been incurred by the company. Thus this difference in the figures presents unfavorable differences for the company where the cost has been incurred more than the budgeted. The overheard being the variable in nature will also changes due to the change in the output of the product. The overhead cost at the updated units has been calculated. The difference in the flexed budget and the actual figures are thus evaluated at zero value as the standard cost for the variable overhead and the actual cost that has been incurred for the period comes out to be same. Thus no such changes are documented for the product. 
The fixed overhead cost for the company is divided as the crucial part of the Warehouse Rentals, insurance and the supervisor salary. Being the fixed overhead that are incurred for the period, these will remain unchanged as the change in the level of the outputs. Thus the fixed cost for the company at the original budget and the flexed budget shall remain same. The difference with the actual cost has been calculated as a part of the variances of the products. The warehouse rentals have been incurred in reduction of 30000 of the total budgeted for the period. The insurance cost for the period has been incurred with no variances for the particular period. Further the cost for the supervisor salary for the period has been incurred in lower of the actual budgeted figures. The variances for expense are documented at 15000 for the company. The profits for the period have thus been evaluated at the 1010000 at the standard figures and the actual figures at 455000 have been analyzed to evaluate the difference and the variances for the company for the period. 
Thus the figures are presented in the factors of the sales and the cost for the products. The sales and the variable cost have been updated with the changes in the levels of the units of the company. However the fixed cost for the company shall remain same at different levels of the output for the company. Thus the fixed cost for the budgeted and the standards shall remain same for the period.  This analysis plays an important role in defining the outcomes for the company in determining the difference of the performance of the company by comparing the budgeted output with the actual figures (Ugoani, 2020). 
Recommendation to the CEO on the areas of the improvement for the for the company 
Areas of the improvement in these particular scenarios are dedicated to the main factors that have the impact on the total profitability of the company. The same shall be considered with the respect to the sales, variable and the fixed overhead cost in this particular case. The above analysis has been shown with respect to the cost that has actually being incurred and the cost that should have been incurred considering the actual capacities achieved for the period (Kamau, Rotich and Anyango, 2017). The cost of sales including only the variable cost of the material, labour and the variable overhead shall change with the change in the quantities of the period. But the same shall not be the case for the fixed overheads where these remain same as in the change in the level of the output. So the recommendation of the factors of the improvements shall be considered with respect of these factors only. 
Firstly as a part of the recommendation to the CEO include maintaining the level of output that was budgeted for the periods. The company shall maintain the required level out output to the most. The changes to this shall not be significant that lead to the non-fulfillment of the basic objectives of the selling the required units in the markets. Thus the first thing that the company shall consider is to regulate the process and the procedures to achieve the targeted outputs for the company for the particular period (Javed and Malik, 2021). Also the variable cost shall change with the change in the level of the output but the same shall be incurred in align with the level of the units produced for the period. Provided of the same the cost for the material still exceeds by 80000 which is unfavorable for the company. The reason for such increase might be that the company could not get the desired material for the product or the high cost in the markets. The company shall maintain their material cost requirement by keeping the cost of material on the lower side. This can be achieved by availing the discounted price at the bulk quantities or considering the tenders from the suppliers to choose the best option. Further the cost for the labour has been achieved at the excess of 120000 from the should have been price at the 80000 units. The same shall be achieved at the targets only. The company shall employ the skilled labour and shall employ the procedures for the regulating the structure of achieving the best output for the employees of the company. The reason for the increase in the labour cost may of two aspect only that is either the company is utilizing the more hours in the production or the wage rate has been at the high scale. The company can cover the cost in applying the procedures of utilizing the optimum hours for the labour (Milano, 2019). The procedure to develop the best and the optimum output at the hours allocated should be targets to be coordinated and motivated to be achieved. 
Fixed overhead for the company have shown a favorable outcomes for the period. Thus the recommendation for the same shall apply as the company should maintain the fixed cost at the targets and the same shall not be increased in case of the change in the output. This above recommendation on the maintain the variable cost with the targets level of the outputs shall be considered by the company at the first instance of achieving some areas for the improvement I the profit structures for the period. 
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Summary of the case-
The case as provided in continuation of the first one has been developed as in that the company is considering of closing down some of their outlet as the business of their competitors is highly going online and achieving the required targets. Thus the company is considering moving their 50% of sales at the online portal and discontinuing their 3 centers. The additional cost for the same has been provided. The another alternative for the company is provided as selling through Amazon. The additional requirement for the same has been provided in details. The case study has been developed to analyze the two alternatives in terms of the relevant cost.
Two alternatives relevant cost:
	Relevant cost 
	
	

	
	
	

	Alternative 1
	Own online Shop
	

	
	Amount in £
	

	 Sales (Guaranteed sales, annually) 
	                    100,000 
	units 

	 Expenses 
	 
	

	 Cost of setting up delivery network 
	                    150,000 
	

	 Cost of upgrading current website 
	                      50,000 
	

	 Salary of IT programmer 
	                      35,000 
	

	 Total Relevant Cost  
	                    235,000 
	

	
	
	

	Alternative 2
	Through Amazon Portal 

	
	
	

	Sales (Guaranteed sales with the potential to increase further)
	                      65,000 
	units 

	Expenses
	 
	

	Amazon Fulfilment Fees
	                      50,000 
	

	 Total Relevant Cost  
	                      50,000 
	



The relevant cost for the company includes the cost that will be incurred if the alternative with respect to the cost is selected (Oyewo, 2020). The relevant cost is that additional cost that should have been considered before deciding on the projects. The relevant cost is cost that is relevant for the decision making. Hus this cost is considered as only cost that is relevant for the decision making process. The additional cost in relation to this shall be considered before accepting or rejecting a project over other (Tenhunen, 2018). 
The relevant cost for the two alternative is provided above. The cost for setting up a new own online portal to sell the units directly from the their own portal will include the cost in relation to the setting up cost, upgradation of the current website and the salary of the full time IT personnel. These all cost are relevant cost if considered of this alternative as these all will be incurred only if the this alternative is chosen The other alternative of considering to use the well-developed portal of the Amazon. The relevant cost in this respect only includes the fees cost of the Amazon. 
Now as in consideration of the above relevant cost the alternative 2 of the considering the Amazon as portal for selling the units shall be considered as the cost for the same is lowered by around £185,000. The company will have the huge save in the cost for the period. But provided of the details that the units to be sold for the period will differ in both the case. As the alternative 1 has provided the guaranteed sales of 100000 units and the alternative 2 provides of the guaranteed sales of the 65000 and the potential to increase it further, the company surely need to consider the sales amounts to comment on which alternative shall be chosen. As the sales units for the alternative 2 owners by the 35000 units. But the chances of achieving more sales in the near future as it is given that it can be expanded further and holds the chances of increasing the sales units further. Thus as provided in that context the sales units for the alternative one can be increased more than the 65000 units. Also the alternative 2 provides for using the amazon as the ecommerce portal to sell the units and manage the business. This also thus provides for the developments that the company can consider in terms of increasing its sales overtime. The developed technology has made these portals as a base to expand the business of business of the company. Thus as the cost remains at the lower side as in comparison to the alternative , also the sales units can be sold at the expected units by using the amazon ad the ecommerce portal. 
Thus the potential to increase the sales further with just incurring the fees cost for registering to sales through the amazon portal shall be considered as better alternative for the company. The alternative 2 is the better option when it is considering for the company to close down the center and considering the online portal as selling the units. This process may create better opportunities for the company in the future at the same involves the technology and the better reach to create the business opportunities. Thus the company shall consider the alternative 2 as the selected option of the doing the online business. 	Thus the selection of the alternative of the business is an important and crucial decision for the company and shall be considered very appropriately to be considering of the current expenditures and the expected sales of the units for the future. 
Thus as in consideration of the above decision and while analyzing the relevant cost for both the alternatives and the expected sales for the future the alternative of selling the units through the amazon portal shall be considered as the better option over the first alternative of the developing the own website by the company. 
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