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

	Units
	
	100.000
	80.000
	80.000
	

	Selling price
	25
	25
	25
	20
	

	Revenue
	
	2.500.000
	2.000.000
	1.600.000
	(400.000) UF

	Variable cost
	
	
	
	
	

	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
	No variance

	Contribution
	17
	1.700.000
	1.360.000
	760.000
	600.000 UF

	Fixed overheads
	
	
	
	
	

	Warehouse rental
	
	200.000
	200.000
	170.000
	(30.000) UF

	Insurance
	
	100.000
	100.000
	100.000
	No variance

	Fulltime supervisor salary
	
	50.000
	50.000
	35.000
	(15.000) UF

	Profit
	
	
	
	
	


      
                               
Revenue                               
100,000 x 25 =2500.000
80.000 x 25 = 2000.000
80.000 x 20 = 1.600.000
1.600.000 – 2.000.000 = (400.000) UF 
Variable cost 
Material   
100.000 x 2.50 = 250.000
80.000 x 2.50 = 200.00
280.000 – 200.000 = (80.000) UF
Labour
100.000 x 4= 400.000
80.000 x 4 = 320.000
320.000 – 440.000 = (120.000) UF
Overhead                         
100.000 x 1.50 = 150.000
80.000 x 1.50 = 120.000
120.000 – 120.000 = no variance
Contribution                    
2.500.000 – 250.000 – 400.000 – 150.000 = 1.700.000
2.000.000 – 200.000 – 320.000 – 120.000 = 1.360.000
Fixed cost
Warehouse rent. 
170.000 – 200.000 = (30.000) UF          
Insurance 
 100.000 -100.000 = No variance
Supervisor salary        
35.000 – 50.000 = 15.000F
Total 
1.360.000 – (200.000 + 100.000 + 50.000) =1.010.000
760.000- (170.000 + 100.000 + 35.000) =455.000
455.000 – 1.010.000 = (555.000) UF
30.000 + 15.000 = 45.000 UF
Ii
The sales amount was smaller than anticipated, as was the selling price. Material and labour costs are unfavourable variances in variable costs, most usually due to low-quality materials, inefficient labour, excessive material prices, and so on. Fixed costs, on the other hand, are favourable.
The real data demonstrate that Amana's sales unit price has increased, but the costs are still out of control. The fixed costs have been kept under control. Overall, the profit has underperformed.
ii, The areas for development in purchasing and manufacturing, it might be a good idea to take the opportunity to reduce the price and use high-quality materials or efficient labour.
Amana should spend to raise its unit sales and contribution variable costs in order therefore for the operating function to be successful.



Part B 
Mr. Amana's choice to shift 50 percent of his sales from the physical to the internet channel is a wise one. His company's Brighton, Birmingham city centre, and Manchester city centre branches could only serve a small region of the population. While the existence of these locations may increase Amana Souvenirs' loyalty base, the possibility to reach additional consumer populations is limited, and the related costs with physical stores are considerable. Amana Souvenirs has the potential to massively expand its market and customer base by channelling half of its expected sales through an online strategy that targets the UK, Europe, and the US.
Furthermore, it might need to relocate its remaining offline sites in order to better serve its local client base and loyalists. When it comes to choosing an internet sales channel, Mr. Amana has two options. While establishing a specialised online shop ensures the sale of 100,000 units per year, it comes with a substantial GBP 200,000 beginning cost and an annual ongoing cost of GBP 35,000. Selling on Amazon, on either hand, could entail an annual recurring cost of GBP 50,000 while guaranteeing annual turnover of 65,000 units.
Besides the data-driven investment strategy, Mr. Amana would also have to examine the company's current visibility in the UK, Europe, and the US, and also the promotional expenses necessary to increase awareness of the brand in such areas. Even if it only functioned via physical stores in a few locations of the UK, brand recognition may be considered limited to those areas.
Considering all of the considerations in mind, it would also be advisable for Mr. Amana to start by selling online for at minimum 1-2 years. Although it is likely to face strong competition in just this seller area, it will provide Mr. Amana with constructive feedback on the attractiveness of the products in the specific market and will build strategy accordingly to improve trust with consumers in the longterm. Following significantly increasing the product's marketing strategy among the targeted clients during the first 1-2 years, Mr. Amana may consider converting to a specialist store website for Amana Souvenirs.
