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1. INTRODUCTION
This essey will look at the performance revew and budget reports of the company Amana LTD during 2020 . What decisions had to make the company’s managers in order to adapt to the marketing changes during Covit-19  and  Lockdown in UK. The variances in price and quantities are calculated and the management performace is presented. 

2. QUESTION ONE 
a) Amana LTD - monthly control report (fig1)
Fig1
	Items
	cost per unit
	original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	100,000
	100,000
	
	80,000
	20,000 A

	Selling Price
	25
	25
	
	20
	5 A

	Revenue
	
	
	
	
	

	Variable costs
	
	
	
	
	 

	Materials
	2.50
	2.50
	200,000
	280,000
	30,000 A

	Labour
	4
	4
	320,000
	440,000
	40,000 A

	Overhead
	1.5
	1.5
	
	120,000
	30,000 F

	Contribution
	17
	17
	
	760,000
	590,000 F

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	160,000
	170,000
	30,000 F

	Insurance
	100,000
	100,000
	80,000
	100,000
	0

	Fulltime warehouse
	
	
	
	
	

	supervisor salary
	50,000
	50,000
	40,000
	35,000
	15,000 F

	Profit
	125,000
	
	
	
	


Source: Ivanka Ivanova



b) Amana LTD – performance during 2020 - Variances (fig1)
Budgeting is the process by which financial control is exercised in a business. Budges for revenues and costs are prepared in advance and then compared with actual performance to establish the variances. The variance analysis includes investigating the differences and calculating  the differences between actual results and the budget.The managers of a company to control the costs in the business they operate. Also there are Favourable (F) variances and Adverse (A). Favourable variances is when the costs are lower and the profits are higher then expected whereas the Adverse variables are with opposite results. (tutor2u, 2022)

* Units drop
Amana LTD sold less units then planned in 2020 due to the sales dropping caused from the pandemic of Covit-19 and UK under Lockdown. The variable for units is adverse as the company sold 20,000 les units then originally planned

* Reduction in selling price:
Amana LTD had to reduce their selling price (from £25 to £20) in 2020 due to the Covit-19 pandemic and Lockdown sales drop, the company did it to increas sales and  to stay competitive on the market. Companies that have sustainable competative advantages will have long-term benefits towards company performance. (Priambodo et al., 2021) However, reduction of the price on the products in order to increse the sales is not a sustainable strategy, therefore the prices should be reviewed to make sure they continue to accumulate profit in the long term. A price strategy is a long-term frame work for setting basic prices. (Alegre, Sard, 2017) 


*Increase in cost of materials:
The business of Amana LTD is broduct based ( souveniers) and cost of their materials will have a big impact on their cost formation and have to be observed effectively.
During the planing phases of the product develepment cycle the company needs to make adequate cost estimation and control the cost. As market demands have changed towards higher quality, shorter delivery times and lower product costs to continue to be competitive Amana LTD have to keep their prices low. (Weustink. et al., 2000) As Amana LTD material cost has increasd (from £2.5 to £3.5) they should look for alteritive supplyers for their souvenire products.


*Increase in cost of labour
During 2020 the Amana LTD had adverce laboure performance, on the budgeting figure above shows that the company paid £40,000 more then originaly expected. Recommendation for the CEO concerning the labour is to look for cheaper but skilled labour  force.

*Decrease of Overhead expence
The company’s overhead was favourable  during 2020 as they spent £30,000 less money for operating their business. 100,000 x 1.5 = 150,000 -120,000 = 30,000 

*Contribution, Warehouse rental, Full time warehouse supervisor salary
Amana LTD had a favourable period for the three units above as the company spent less money then the original plan to have their business runing properly during the hard period with the Pandemic of Covit-19

*Profit
The souveir company managed to not have big losses during the Pandemic and made a profit of £125,000. 


c) Recommendations to Amana’s CEO
Recommendations for the suvenier business Amana LTD has would be to plan well for the units that did not perform as expected during 2020 : to find new markets to offer its products due to sales dropings during unexpected situatios like the UK lockdown where people couldn’t go shopping for souveniers in person. One option for new market is opening an online shop and selling its products online. 

CONCLUSION
Amana LTD was hit by the Covit-19 Pandemic where consumers had restricted movments in going shoppin for souvenirs. However, the company managed to adapt to the situation by decreasing its souvenir costs and to keep sales moving as shown in( fig1) The managers made good decisions to adapt to the market changes during this difficult period, the ccompany managed to make £125,000 profit in 2020.
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