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Amana Ltd a souvenir seller business for tourists sells for over 40 years in stores around the country, until Covid 19 hit the business and changed the whole meaning off selling, with the travel restrictions the company had to consider closing stores and to make decisions how to sell their products. The monthly control report shows the original budget, flexed budget and variances of the LTD in the variances they have favourable and unfavourable numbers also. As it shows in their report the sells were very bad during Easter 2020 because of the travel ban tourists didn’t visit the country, summer 2020 the sales goes up with easing the lock down by the Government, followed by another lock down at the end of 2020 until 2021 February and this couple of months drain all the additional revenue made in the summer.
Amana Ltd used their website as a marketing source for their business until Covid 19 outbreak, when the owner of the company Mr Amana start to think about selling their products online and have some of the stores closed.    
Please find belove the control report showing the original budget, flexed budget, variances, also the profit is shown at the end. Amana Ltd should consider lower their prices on some items, or make  offers, group prices for example buy 3 get 1 free, to increase their sales, because Covid 19  pandemic is the reason of  the sales were dropped considerably and there been months where their had  no sells at all, it is important to catch with offers  the limited number of customers, tourists, with the idea that if they buy a certain number of souvenir they will receive a gift could make them willing to buy more. They are spending a significantly big amount of money for labour, it would be a positive affect in reducing labour costs by considering a low cost country for production, but to keep the quality as it is and not to drop. 
A study found that the most important attribute tourists consider when purchasing souvenirs was quality. 
(Li and Cai, 2008) 










      After Mr Amana decided to close some of his store in different cities and move 50% of their sales online, an important move is to sign long term contract for  the remaining stores rent  and warehouses rent also to make sure the rent amount will remain stable. 
Shopping for souvenirs is one of the most popular tourist activity, souvenirs are bought for family members friends from home as a gift, also tourists search for souvenirs that represent the destination they visit. Different cultural groups of tourists have different shopping behaviour, if 50% of  sales goes online, they can come up with new ideas of items to be sold, larger number of different cultural  groups could be targeted. Online sales could offer new opportunities and different sales approach.
This company could do better if they use a favourable marketing strategies, do more advertising about their products, price, promotion, and places where they are selling.
 It is key to make their marketing strategies appealing to their customers and  satisfy the needs of the travellers,  this could provide help and understanding of changes and improvement of business that are the most favourable for the company. Beside optimizing their website for online sales, developing marketing strategy that includes content marketing and social media marketing. Advertising could be done in the newspapers, television and radio,  website promotion and the internet, social media,  also by sending out to the city hotels reception flyers with pictures and prices address of their shops and email, phone nr, online website address.
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                                   Control Report for Amana Ltd
	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 UF

	Revenue
	
	2,500,000
	2,050,000
	1,600,000
	450,000 UF

	Variable costs:
	
	
	
	
	

	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
	0

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

	Fixed overheads:
	
	
	
	
	

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

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

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

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




        After a long consideration and watching other souvenir businesses  work and business style Mr Amana has noticed they have moved online and selling to customers in the UK, US an Europe. The decision has been made of closing tree city centre store, from Birmingham, Manchester, Brighton and move 50% of their sales online.
Making a calculation of the expenses what would cost the online sales set up resulted the following: Cost of setting up delivery network: 150,000
                  Cost of upgrading their website to handle large volume of sales: 50,000
                   Salary of full time IT programmer: 35,000
       Market research shows that guaranteed sales annually will be 100,000 units.
Cost of selling and website upgrade 150,000+50,000 would be the same expense as the warehouse rental 200,000  they are having at the present, warehouse supervisor annual salary 50.000 is much more as the IT programmer 35.000. They can also think about the possibility of  hiring the IT programmer   only temporary until the upgrading of the website is done, after they can hire IT programmer for a time to time to refresh the website this could reduce the yearly salary expenses for the IT programmer. 
By closing 3 stores ,  overheads will be reduced, will be no  expenses of  the store rental amount  and employees salaries from these stores, all these amounts could be invested in the online selling platform development and start the online business.
Other costs of online selling could be the following: the products sold online would require a warehouse where to be kept, website advertising costs.  
There are several advantages of online selling, such as is easy to access market for the company, is just about to set up an online account and start selling, all the reduced overheads could be invested in marketing and customer experience, there is a potential for rapid growth if the sales are growing,  possibility of selling to new customers offering your website in other languages also, selling to Europe and US  as the concurrence companies doing it.
Valuable reporting tools are available online such as Google Analytics, which provide statistics to retail successfully online, it also give help in getting started online retailing.
Consulting services  can give report of demand, competition, online opportunities, before money is invested by Amana Ltd.

         E-commerce industry is growing rapidly since Covid pandemic, internet sales are a big part of the retail market, and this growth won’t stop. Online platforms is reachable 24/7 to make orders while the stores are closed in certain time of the day, customers could order online quickly their souvenirs to the hotel or home address and save that time of going to buy in person.

       There is another alternative of selling for Amana Ltd, is on Amazon , with  expenses of Amazon fulfilment fee of 50,000, and guaranteed sales of 65,000 units annually, with potential increase. Considerably smaller fee to be invested at Amazon, also the possibility of  keeping their products in Amazon warehouses, this is included in the fulfilment contract, basically it gives the opportunity of integrate the e-commerce system with amazons logistic software, spread the products in amazon warehouses and shipping costs,  delivery times will be shorter this way. After the customer made the order online from Amanas website or amazon website the order will be transferred to amazon warehouse and shipping process started straight away. 
           Is easier to start business on Amazon than setting up own online business and warehousing. One big benefit selling on Amazon is that around 60% of customers who are searching for products online start by searching on Amazon, the largest online marketplace in the world. Amazon also has the reputation of having the lowest prices on the internet.
There is one negative approach what could affect the business with Amazon, is there is a seller fee is reduced from the sales price in addition to the listing fees, so sellers needs to choose the right plan for their business.
With products relatively low mark-up they need to make sure it is worth, and  which plan would be better for them to sell on Amazon, also by making sure they use a cheap production source.

       Customer service is very important in every business, positive feedbacks are from happy customers, they could do better if return management  need  well made and organised with a good return system to be made for the smoothly run of the return process. In the FAQ (frequently asked questions) part of the website it can be detailed all the return and refund policies and qualifications.
All these can help them do better and for the smooth run of the online business.
      Keeping in mind that it could be a big loss if customers start to send back the unwanted items. Return policy should be specifying that only broken or damaged items during delivery could be returned and refunded, proved on the delivery date with pictures, otherwise unwanted items because for example the customer didn’t  pay attention of the item’s description and mistakenly ordered a too small or too big etc item that could be exchanged but not refunded.
Return policy is applicable in both cases online sales and Amazon sales also.
     See below the summary of investments needed for both options, is considerably more to be invest in case of online sales (235,000) – Amazon (50.000), we could also say that the guaranteed sales/unit could be more for online sales (100.000) and at Amazon (65.000) ,  level of competition between other sellers and Amana Ltd are high,  Amazon is a worldwide known largest online retailer, millions are buying daily from Amazon but also with good advertising of their own online website it can give them a large number of 
The difference between good idea and great idea is scalability, they could ask: will their business scale? After 40 years of successful business selling in stores is time to make the important  step to keeping up with the changing business environment and start online business with the possibilities of website or Amazon. 
Find below  the calculation with the same selling price per unit they have before 2.50 how much profit they can make for the guaranteed sold units/year.


	Items
	Cost per unit
	Online(£)
	
	Amazon (£)
	


	Units
	
	100,000
	
	65,000
	



	Selling price
	25
	25
	
	25
	

	
	
	2,500,000
	
	1,625,000
	

	Variable costs
	
	
	
	
	

	Materials
	 2.50
	250,000
	
	162,500 
	

	Labour
	4
	400,000
	
	260,000
	

	Overhead
	1.50
	150,000
	
	97,500
	

	Cobtribution
	17
	1,700,000
	
	1,105,000
	

	
	
	
	
	
	

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	
	200,000
	If is not included in their selling plan  from Amazon

	 IT programmer salary
	35,000
	35,000
	
	0
	

	Full time supervisor salary
	50,000
	50,000
	
	50,000
	Only if they use their own warehouse 

	Cost of setting up delivery network
	
	150,000
	
	0
	

	Fulfilment fee
	
	0
	
	 50,000

	Costs
	
	435,000
	
	300,000

	profit
	
	1,265,000
	
	805,000






Different surveys shows that  customers behaviour changed during pandemic, their shopping habits have changed a lot, also they want to continue using click and collect, online shopping, or pick up in store.
According to the pros and cons mentioned above,  and compared the investment amount and the profit amount, they should make the decision to sell on both options available, it is more than double to be invested on selling online, there is also IT specialist salary to be paid annually and they will have the expenses of  their own warehouse, what they already have in their possession because of their 50% of business will stay on sells from their remaining open stores. Investing more in selling online  also the profit will be considerably higher annually , also there is no reduction from the selling price,  as Amazon is charging.    Another recommendation from the manager of Amana’s Ltd is that, along the sales on their online website, try Amazon and also other marketplaces and test which one works best and connecting them to their ideal customers, they could try eBay, Etsy, Google Shopping. These could be the future plans just actions needs to be taken for the transition of the half of the sales from the stores to e-commerce in times when specially  Covid pandemic changed peoples shopping habit  to more digitalised and  by clicking on their computer.
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