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[bookmark: _Toc70957404]Part A:
[bookmark: _Toc69439867][bookmark: _Toc70957405]Task (i)
[bookmark: _Toc70957406]Monthly Control Report
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance (Original-Actual)
	Variance (Flexed-Actual)

	Units
	
	100,000
	80,000
	80,000
	
	

	Selling price
	25
	25
	25
	20
	5 UF
	5 UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(900,000) UF
	(400,000) UF

	Variable costs:
	
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(30,000) UF
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(40,000) UF
	(120,000) UF

	Overhead
	1.50
	150,000
	120,000
	120,000
	30,000 
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	940,000 UF
	600,000 UF

	Fixed overheads:
	
	
	
	
	
	

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

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

	Fulltime Supervisor salary
	
	50,000
	50,000
	35,000
	15,000 F
	15,000 F

	Profit
	
	1,350,000
	1,010,000
	455,000
	895,000 UF
	555,000 UF


Table - 1
[bookmark: _Toc70957407]Task (ii)
[bookmark: _Toc70957408]Report on Amana’s performance during 2020
The monitoring report (see Table – 1) prepared for Amana Ltd shows that the performance of the company for the mentioned period is not very favourable. When we look at the different budgets, we observe that the sales revenue has been decreased due to a reduction in the actual sales price while the costs incurred by the business show increasing figures (Kaplan, 2020). The budgeted sales price was £25 while the actual selling price was £20. This is a big reduction in the sales price and as a result the overall sales revenue has been decreased coupled with the fact that the total units produced and sold were 80,000 while the budget was estimated at 100,000. The actual costs of material are £280,000 in comparison to the budgeted costs of £250,000. Similarly, the Labour costs were budgeted at £400,000 while the actual labour expenses incurred are £440,000. The above monthly control report clearly shows that that the variable costs of the businesses have been higher than the budget estimates (Matsuoka, 2020).
Normally, the fixed costs or fixed overheads remain the same. But it can be noticed that they have been lower in certain ways than the budgeted figures. The rent for the warehouse has been decreased by £30,000 which is good for the business. The wages of the supervisor in the warehouse are less by £15,000. The cost of insurance remains the same as budgeted and the premium paid for insurance is £100,000.
The above trend shows that the costs were not under the control and only fixed overhead showed some positive control. Other than that, one important fact is that the overall targets of production were also not achieved by the business and this may be due to the adverse market conditions (Ahrens and Chapman, 2020).
[bookmark: _Toc70957409][bookmark: _Toc69439870]Task (iii) 
[bookmark: _Toc70957410]Recommendations to Amana’s CEO on areas of improvement:
The travelling industry is a big industry in England. As the business of Amana Ltd is associated with the travelling industry. They sell souvenirs to their customers which are mostly tourists and have been in the industry for quite some time now. The recent pandemic situation has impacted many businesses in negative ways and the control report of the business shows that they have also faced some challenges in their businesses (Durmanov et. al., 2020). Below discussed are some areas of improvement for the business and the recommendations for improving are also provided with them.
[bookmark: _Toc69439871][bookmark: _Toc70957411]Presence on Social Media Platforms
This is the age of social media and the number of people who use different social media platforms has increased dramatically over the time. More and more businesses are understanding the importance of social media presence of their businesses and creating their profiles on these platforms to engage their customers or potential customers (Fernando et. al., 2020). Amana Ltd can use the social media for the promotion of its business. They should create their profiles on popular social media platforms such as Facebook, Twitter, and Instagram. This will help them to engage their customers and at the same time will enable them to reach out to more public. This can prove to be beneficial for them in boosting the sales of their business and increasing their revenues.
[bookmark: _Toc69439879][bookmark: _Toc69439876][bookmark: _Toc70957412]Offer Unique Products
The businesses have met with lots of competition and one of the ways for the business to stay ahead of their competitors is offering unique products to their product range. As the Amana Ltd is engaged in selling souvenirs to the tourist and most of them are manufactured in China, there are high chances that the similar products may be offered by lots of other business in the same industry. Due to this particular reason, the customer become indifferent, and this can affect the sales of the business. The business should focus on developing and offering unique and attractive souvenirs to their clients in order to have a competitive advantage over them (Fernando et. al., 2020). 
[bookmark: _Toc70957413]Focus on International Sales
The current business model of the business is highly focused on the local tourism in United Kingdom. As a result, a slight decline in the number of people visiting as a tourist can directly have an adverse effect on the profitability of the business. The world has become a global village based on the technological advances and reaching the international clients is easier now. Amana Ltd can focus on offering the souvenirs to international clients as well who may be interested in buying the unique merchandise. This will help the business in increasing their target market and lessen the threat of reduced tourists to England. The more the scope of the sales of the product the more are the chances of increased sales of the product (Fernando et. al., 2020).
[bookmark: _Toc70957414]Shift towards Online Sales
The rise of the technology and its advancement had let to a new dimension of how businesses operate and compete with each other. There has been an increased trend of online sales in the customer’s overtime especially in the younger generation which is more tech savvy. The tourism industry has also been influenced by the technology and people now use different online softwares and platforms for travelling (Fernando et. al., 2020). Amana Ltd should take full benefit of this shift in technology and shift towards online sales of their merchandise. This will help them by allowing them to tap the customer which may not come to their shop while travelling to UK. The company can create their own online platform or opt for other online platforms for the sales of their products.
[bookmark: _Toc70957415]Aggressive Advertising 
The businesses which focus on their advertisement become more visible to their customers and the increased visibility can lead to the increase in sales of the business. As the target customers of the Amana are the tourists, there is a possibility that some of the tourists may be visiting for the first time and they will not be aware of Amana and their products. The business should aggressively advertise themselves to promote their visibility to their target customers. Advertising on digital platforms can be really helpful in this regard because the algorithms of these platforms find and place your advertisement to the target audience more accurately. This will help the company in targeting more customers, creating more awareness of their brand and at the same time keeping the advertisement expenses on the lower side (Fernando et. al., 2020).
[bookmark: _Toc70957416]Selling at Malls, Airport and Public Places
One of the ways a business can increase their sales is by placing their products at more places where their potential customers can come. The potential customers of Amana ltd are the tourist who have come to England for tourism purposes. They are currently selling their merchandise which is an attractive product for the tourist at their located shops in certain popular visiting places in London. One way they can increase their sales is by placing their products in other public places where lots of crowd is attracted including the tourist. Example for such places include parks, malls, and airports. The Amana Ltd can place their products in these places in small shops or stalls whichever option is available. This can help the business in boosting their sales and increasing their business (Fernando et. al., 2020).
[bookmark: _Toc69439880][bookmark: _Toc70957417]Part B:
The modern-day business has greatly evolved with the rise in use of technology. More and more businesses are adopting the online sales model and the current pandemic situation has boosted the digital platforms for sales of products and services (Kaplan, 2020). The Amana Ltd is also going to focus on online sales and they are targeting that 50% of their sales revenue should be from online sales. There are two choices for Amana Ltd to move towards the online sales. Firstly, they can set up their own complete online store for their business and secondly, they can opt for selling their products on Amazon which is also a very big platform.
[bookmark: _Toc69439881][bookmark: _Toc70957418][bookmark: _Toc69439882]Choice 1: Open an Online Store
Setting up an online store of the business can bring great opportunity for the business as they will be able to directly contact with their customers. There will be many costs involved with the business opting the decision to creating their own online store for achieving the target of 50% sales revenue through online sales (Drury, 2015).
The first challenge the business will face when they open their online store is that they will need to establish and set up a delivery network for their business. This is required for the business to access the customers directly instead of opting for the conventional retail model (Kamal, 2015). A large delivery network will enable them to compete with their competitors in the online sales environment. The total estimated cost of establishing a deliver network for Amana Ltd is £150,000. The Amana Ltd will also have to update and upgrade their company website. The website needs to be revamped to suit their online sales model and also the number of visitors and customers increases on online sales platforms and this means that the capacity of the website is also to be increased. The estimated cost of updating and upgrading their company website is £50,000.
As the business will move to the online platform with an upgraded website, they will face some challenges related to someone administering the website. There may some issue on the website related to the customers or warehouse which required to be resolved timely for the growth of the business (Kamal, 2015). For this purpose, the Amana Ltd. will have to hire a full-time person on the position of IT Programmer. The person will be dedicated to resolving the issues and developing the company website to make it better for the online sales. The costs estimated for hiring an IT Programmer are £35,000 per annum.
Along with the cost figures estimated with the new online store for the business there have been an estimated sale of 100,000 units of the company guaranteed. Based on these figures, we can conduct an analysis of the decision of opening an online store of their own.
Amana Ltd (Choice 1)
	Units
	100,000

	Selling Price
	£20

	Sales Revenue (100,000x20)
	£2,000,000

	Variable Costs:
	

	Materials (3.5x100,000)
	£350,000

	Labour (5.5x100,000)
	£550,000

	Overhead (1.5x100,000)
	£150,000

	Total Variable Cost
	£1,050,000

	Contribution
	£950,000

	Fixed Overheads:
	

	Cost of Setting Up Delivery Network
	£150,000

	Cost of upgrading Company Website
	£50,000

	Fulltime IT Programmer Salary
	£35,000

	Net Income
	£715,000


Table - 2
The financial analysis of the Amana Ltd opening their own website based on the estimated figures show a good amount of net income (See Table - 2). After deducting all the fixed costs, the business has to incur along with the variable cost, the business will generate a net income of £715,000 based on the guaranteed sales of 100,000 units.
[bookmark: _Toc69439883][bookmark: _Toc70957419][bookmark: _Toc69439884]Choice2: Selling Products on Amazon
The choice of establishing an online network of their own has some associated costs and hectic efforts associate to it. The other option for Amana Ltd is that the opt for selling their products on Amazon which is big online sales market and relieve itself from the troubles and costs of establishing the distribution network, upgrading website, and hiring a full time IT programmer.
But the choice of opting for selling the company products on Amazon has its own challenges and associated costs. The business has to pay an annual fee of £50,000 to Amazon for their services which is called as fulfilment service. There are no other costs involved in the choice of selling the company merchandize on Amazon but there is a tough competition on this platform. Therefore, the estimated sales which will be generated from Amazon on guaranteed basis will be 65,000 units. This is due to the presence of many competitors on the platform (Ahrans and Chapman, 2020). 
The one drawback of choosing to use Amazon as the platform for selling company products is that Amana Ltd will have a very limited control on two key factors: pricing and the return policies. The return policy will be as per the Amazon’s criteria and the business has to follow it at every cost. In addition to that there are lots of factors which result in limited control of the seller on the prices of the products. Sometimes, the businesses have to offer the discounts to the customers without any other option (Adum, 2015). Also, in the beginning the business may have to operate without any profits because of certain Amazon restrictions. Based on the information we have regarding the financial estimates of choosing the Amazon platform for business, we can make a financial analysis of this choice.
Amana Ltd (Choice 2)
	Units
	65,000

	Selling Price
	£20

	Revenue (65,000x20)
	£1,300,000

	Variable Costs:
	

	Materials (3.5x65,000)
	£227,500

	Labour (5.5x65,000)
	£357,500

	Overhead (1.5x65,000)
	£97,500

	Total Variable Cost
	£682,500

	Contribution
	£617,500

	Fixed Overheads:
	

	Amazon Fulfilment Fee
	£50,000

	Net Income
	£567,500


Table - 3
From the information provided in the Table – 3, it can be observed that based on the sales of 65,000 units the contribution after reducing the direct costs from the sales revenue is £617,500. After deducting the annual fulfilment fee charged by Amazon, the Net Income from using this choice option is £567,500. 
[bookmark: _Toc69439885][bookmark: _Toc70957420]Conclusion based on Analysis
Based on the comparison of the financial analysis of the above two choices Amana Ltd can opt for. It becomes clear that the choice of opening a self-owned online store is more financially beneficial for the business. The estimated net income from establishing a company website for online sales is £745,000 based on a guaranteed sale of 100,000 units while in comparison the Amazon based choice will give them net income of £567,500 based on a guaranteed sale of 65,000 units. The second choice not only results in 35,000 units less sales but also the net income will be less by £177,500. The businesses should opt for the options that may result in higher profits for the business (Bhimani et. al., 2015). Although running an online store is a pain staking task and full of challenges, but the Amazon option means lesser net profit along with lower control on price and returns policy. Based on this analysis, the most suitable option for Amana Ltd is to set up their own online store for sales.
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