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i) [bookmark: _Toc71314506]Control Report
A control report is a report used for management control purposes in a business to determine business deviation and performances (Burns and Scapen, 2000). The table below represents the control report for Amana ltd in the year 2020:

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance
	Direction

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

	Selling price
	25
	25
	25
	20
	5
	 Unfavorable

	Revenue
	 
	2,500,000
	2,000,000
	1,600,000
	400,000
	 Unfavorable

	Variable Costs :
	 
	 
	 
	 
	 
	 

	Materials
	2.5
	250,000
	200,000
	280,000
	80,000
	Unfavorable

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

	Overhead
	1.5
	150,000
	120,000
	120,000
	0
	Indifferent

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

	Fixed Overheads :
	 
	 
	 
	 
	 
	 

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

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

	Fulltime warehouse supervisory salary
	 
	50,000
	50,000
	35,000
	15,000
	Favorable

	Profits
	 
	1,350,000
	1,010,000
	455,000
	555,000
	Unfavorable


Flexed budget helps in the identification of the difference between the forecasted and the actual budget of a business.  The components of a flexed budget include revenue, Variable costs which keeps on changing and, the fixed costs are held constant. 
	Variance this is the difference between the budgeted costs and the actual costs incurred at a certain period. This helps an organization in its decision making process.
	In the year 2020 Amana Ltd variable costs took an unfavorable direction meaning the business cost of production was more than the budgeted cost. These pose a negative effect to the business since it will either experience a reduction in the projected profits or a loss. For the fixed costs the business had a favorable direction hence, they incurred a lower cost in comparison to what they had projected. A favorable direction may lead to increase in profits for the business. The business also had a reduction in its expected revenues this due to a decrease in number of units sold by 20,000 units and reduction on price per unit from $25 to $ 20. Thus, the business experienced a reduction in the projected profits by $555,000.

ii) [bookmark: _Toc71314507]Report on Amana’s performance during the year
Reduction on the number of units.
The company experienced a reduction in the number of units estimated in that particular year. The amount of unit sold directly affects the revenue generated by the company (Casarico, A & Lattanzio S.2020) So as to contain the spread of the virus many governments in the world unique measures that led to lockdowns in counties and the country borders. The management of Amana Ltd did not foresee the effects brought about by the pandemic on the tourism industry such as traveling restrictions and changes in the market needs. According to Skare and Porada, (2021) the impact of Covid-19 pandemic on the travel tourism industry was underestimated. The needs and preferences in the market have also changed, the society needs more medical supplies and care, less of commodities and manufactured products (Nicola, Maria and Jabir, 2020). Due to the unforeseeable changes Amana may have overestimated the number of tourists visiting the country in that year and number of units to be sold leading to a decrease in the projected revenues.
Reduction in selling price
The selling price per unit directly affects the revenue generated by the company. Amana Ltd reduced its prices by $5 in the year 2020. Amana may have strategically reduced the prices in 2020 to attract a greater population of tourists so as to generate high revenues and to give the company a competitive advantage over its competitors in the market (Alegre and Sard, 2017). Despite the reduction of prices on its products, Amana was not able to attract a more tourists. This indicates that, reduction of prices is not a sustainable strategy thus, the company should review its prices and come up with a better strategy to attract a greater market.
Increased cost of materials
They are various factors that affect the cost of material used for production, waste management and price imposed by the suppliers. Costs incurred in the production of the end products reduce the amount of profits the business expects. Amana Ltd may have changed their material suppliers hence increasing other costs such as transport for delivery of the products to the company which was not being incurred previously. Due to economic uncertainty and high concern for the future economic costs it has led to an increase in economic costs as the spread of Covid-19 increases (Chien, F, Saddiq, M, Kamran, Nawaz and Raza, 20121). Hence, this may have led to an increase in the cost of materials used by Amana for production by the suppliers.
Increased cost of labor
These are the people or workers involved in the production of products. After the rise of Covid 19 cases and closure of borders, Amana Ltd may have hired a professional for consultancy since the business was not prepared for such an economic crisis. Besides that, the company neither lay off workers who were working in the organization before the pandemic nor, they reduce the amount of payment in comparison to other companies in the industry. In the United Kingdom the numbers of job losses were high due to its flexible labor laws.
Reduction in warehouse rent
The reduction of warehouse rent was caused by the economic crisis in the world which has negatively affected the real estate sector. The pandemic has led to the reduction of consumption of products, which has led to decrease in prices and per capital income (Guidice, V, Paola and Francesco, 2020). Due to these factors the owner of the warehouse used for storage by Amana may have offered the space at a discounted price for the year 2020 so as to retain its clients.
Decrease in full time warehouse supervisor salary
Majority of workers in the year 2020 either lost their jobs or received a salary reduction (Kalogiannidis,Chatzitheodoris and Kontsas, 2020). Amana may have negotiated with the warehouse supervisor for a salary reduction since the business performance was not doing great during that financial year. The company has been experiencing a drop in the unit sold which led to a decline in the projected profits. The management may have agreed on a temporary reduction of the employee’s salary until business is back to its normal operations or after recovery from the pandemic.
iii) [bookmark: _Toc71314508]Recomandation
 Increase price per unit
At the moment the world is facing lots of uncertainty due to the pandemic crisis going on. There are high economic uncertainty and concerns for the future economic costs which keeps on increasing with an increase in the spread of the virus (Chien, F, Saddiq, M, Kamran, Nawaz and Raza, 2021). The CEO Amana should consider increasing the products costs so as to mitigate the high economic costs and risks brought about by the unstable economy. In the year 2020 the world economy experienced a recession in the market, and the year 2021 is not ascertain that business will be any better. Although, various Covid 19 vaccines have been launched it has not been confirmed if the world economy will be able to recover from the pandemic effects yet.
Reduce Employees’ Salaries
Kalogiannidis, Chatzitheodoris and Kontsas (2020) states that, most companies presented a decrease in their profits and the level of employment in the year 2020. Companies still project a reduction in their returns, although they have reduced the cost of labor by laying off some of their employees. According to the authors majority of the workers either lost their jobs or received a reduction in their income due to the pandemic. The CEO Amana may be sympathetic with his employees thus he may not be willing to lay off some of the company’s employees. Instead, he can reduce the amount of salaries paid to each employee so as to cut the costs incurred on salaries by the organization.
Product Diversification and target market expansion
One of the reasons Amana’s revenue reduced was due to reduction on the number of units sold since their target markets were the tourists visiting the country. Traveling industry is one of the industries hit hard by the pandemic with flights getting canceled by potential customers and business affiliate and imposition of traveling restrictions by the majority of countries (Kalogiannidis, Chatzitheodoris and Kontsas, 2020). Hence, Amana should consider acquiring a greater market share by focusing on the familiarization of its products with the local market to increase the number of clients. They should also venture into online marketing and sales so as to reach their foreign and new market despite the travelling restrictions.
 Reduce the amount of Material used in production
Amana CEO should review on ways to cut on material cost as a way to reduce variable cost and increase business profits. To achieve the CEO should consider getting cheaper suppliers for raw materials and reduce the amount of material wastage during the production process.
In conclusion Amana Ltd may have achieved the set business target if not for the pandemic and the unforeseen business risks. In the future the company should factor in the unforeseen risks in the future that could highly affect the business returns so as to avoid the sudden reductions in profits which may affect business operations. Despite the poor economic performance Amana was still able to project positive returns hence, this represents that Amana is an already established business and it has a good performance since it can meet its day to day expenses.

[bookmark: _Toc71314509]Part B
[bookmark: _Toc71314510]Set up their own online shop
Online shopping is the process a customer takes on purchasing products over the internet at the comfort of their home (Jun and Jafar, 2011).
Amana’s decision to set up an online store is a good idea considering that at the moment physical contact are restricted and people in the world are worried about the pandemic hence avoiding physical contacts where necessary. Hence, one of the recovery methods adopted by the European Union in the recovery of the European countries are Europe’s green and digital transitions (Kalogiannidis, Chatzitheodoris and Kontsas, 2020). This shows that the future of businesses depends on how well they digitalize and perform well in the online market hence, Amana’s decision to go online will also be an adoption to the current and future trends in business. 
Although Amana Ltd is looking forward to set up an online shop they are various factors they should consider while establishing the online platform to ensure its successful.
Cost of setting up delivery networks
A delivery network is a network that links the buyer with the seller. Their role is to deliver products to customers once they have made an online purchase. Amana ltd estimates the cost of setting up the system will be £ 150,000. This cost can be termed as irrelevant since the business could consider using an already established delivery network hence, cutting down the costs involved in setting up their own shop. Examples of delivery services the company should consider DHL, FedEx and DB Schenker.  DHL is one of the most established delivery service company having more than 850terminals, a fleet of more than 250 aircrafts and they select services, costs and facilities depending on the customers equipment and carriage ( Oflac, B. S., Dobrucalı, B., Yavas, T., & Escobar, M. G,2015).
Cost of upgrading current website
The £ 50,000 cost of upgrading the current website so as to handle large volume of sales is a relevant cost. One of the major factors that will affect the online shop is the consumer’s perspective towards the business. Will the business win the target market’s trust? Will they be able to meet the expected consumer’s standards in terms of time and delivering? The consumer’s positive or negative feeling represents their attitudes to achieve a purchasing behavior via the internet (Chiu et al, 2005; Schloser, 2003). Hence, Amana Ltd should ensure their services are effective and efficient so as to build consumer confidence towards their online shop. They should also establish a sustainable shop since in the long run the business world is quickly adopting and changing to the internet world.
Salary of a fulltime IT programmer
The company is also considering to high an IT programmer at an annual fee £35,000 per annum. This is a relevant cost since the business requires an expert to run and maintain the online platform systems. The IT programmer has also to ensure that the customer’s information is secure and cannot fall in the wrong hands. 
While conducting market research Amana Ltd has to put into consideration its target market, if they do use the online platforms and the marketing strategies so as to familiarize customers with the products. An example of the research is like that of MasterCard Worldwide Insight (Jenkins, 2008) that presented in Asia 41% of the online shoppers buy books and art, 38% electronic appliances and other electronic products, 38% are ladies clothing’s and accessories. Such a research will help Amana predict the performance of their product in the online platform. The more a product is popular in the online marketing platform the higher the performance.
[bookmark: _Toc71314511]Sell on Amazon
Amazon is an already established online trading platform that uses cloud computing to deliver internet services with pay-as-you go pricing (Matthew and Varia, 2014). To set up an online shop consumes a lot of time, may be slow and expensive too which may cause delays for Amana to start its online marketing and trading. Amazon has already achieved great economies of scale thus, it provides a great market share for the purchase of Amanas products. Thus the £50,000 fulfillment fees can be termed as relevant due to the benefits Amana is going to acquire through selling via Amazon. 
Amazon serves thousands of customers in more than 190 countries in the world. This provides a good market share for the company here they are not only able to reach their clients but also they can attract new target market (Matthew and Varia, 2014).  Amazon also provides a secure platform for consumer information hence, a consumer is able to deploy data application, quickly and securely. This builds confidence to consumers who find it safe to shop online via Amazon.
Despite the positive aspects presented through trading via Amazon, there are also some down falls presented. Amana souvenirs will be facing high level of competition from other sellers on the platform who deal with similar or substitute products. Therefore it might be hard for Amana Ltd to meet the targeted sales of 65,000 units and it may take time before building its brand in the platform.
Amaza Ltd will lose the control over the platform since Amazon has employed expertise to run the platform on behalf of the sellers and buyers. Thus a seller isn’t ascertained of the safety of his or her clients. The prices set up on Amazon are higher compared to the normal market value. This is because Amazon imposes fees on the product to run the website hence this may be demotivating to customers hence one may lose clients. Amazon agrees to a return of product if it has been opened or used they’ll it back within 30days after delivery. This may not be a favorable policy to the seller.
[bookmark: _Toc71314512]Conclusion
In conclusion Amana Ltd should go ahead and invest on online shops. However, they should first start with opening a platform on Amazon since it saves them time, it also provides a great market share for them to advertise their products and also it helps the Ltd on cutting up the costs involved especially at a time where the world economy is uncertain and unstable. If the company still considers opening its own online shop they could consider that as a future long term investment since it will provide an opportunity where Amana could be able to manage its information.
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