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

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5UF

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

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	80,000UF

	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
	600 ,000 UF

	Fixed overheads:
	
	
	
	
	

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

	Insurance 
	
	100,000
	100,000
	100,000
	0

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

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


The below shows the performance of Amana. through the year 2020.

To calculate Variance, we had to calculate first Flexed row, which give us an idea how must be the performance with old price - £25. After we checked the difference between Flexed and Actual and the result, we can see in Variance.



2. Performance during the year 2020.

A) Unfavourable variances for revenue, materials, and labour, the break-even point is not met, so the cost is not covered.

B) The company may have reduced the price to increase the sales, but this is not sustainable solution.
C) There are some cost up which needed to be investigated like materials and labour where is coming from the issue. How come there are more cost to less production.
D) Even though the warehouse rental is lower and supervisory is lower this might not be for long term pricelist.

3. Recommendation:

a) Reducing price of souvenirs may not be sustainable solution. 
b) To keep the company profitable Instead of paying warehouse rent in all locations might be better to create a website and promote the brand, however, this is sunk cost as long the company might have a contract with term in condition for all warehouses.
c) Outsourcing production from low-cost countries but with good quality may reduce the cost of variable. Even though the company already order the items from China, they can still check is there is any way to reduce the price.
d) To close couple of warehouse rental and start selling online. Alternatively, owner might share the warehouse with another company and split the rent.
e) Company might find a warehouse for good price for long term.
f) Because the company faced those issue during pandemic Covid-19, can apply for recovery loan scheme from government.

Before we fully comprehend the Covid-19 pandemic's effects, there will be some time. But two things can be inferred from the past of such shocks. First off, certain businesses can still benefit from bad economic downturns and recessions. Large companies that operated during the previous four downturns saw an increase of 14% in both sales growth rate and EBIT margin. Global consumerism has been significantly disrupted by the Covid-19 pandemic, forcing (and allowing) people to relearn old behaviours and acquire new ones. According to a study on habit formation, a new habit takes an average of 66 days to form, with a minimum of 21 days. As at the time of this writing, the lockdown has already lasted long enough in many nations to substantially alter customs that had previously served as the basis of demand and supply. To discover specific items or commercial prospects that will probably expand or contract as a result of behavioural patterns, the first step is to map their possible effects. Think about how more individuals are staying at home as a result of the pandemic. Consequences include a rise in home office remodelling, which will raise demand for goods like paint and printers. Without increasing our sensitivity to new behaviours and their indirect cascade impacts, we won't be able to identify weak signals and lose out on chances to influence markets. Instead of starting a new trend, the epidemic has expedited and intensified one that already existed: consumers were switching to online shopping even before the lockdown. However, the change is structural rather than transient, as seen by the size and length of the forced move as well as the channel's overall strong performance, which suggests that many shopping categories will not require customers to make the switch back. Retailers therefore need to adapt their strategy to the new norm. Before the lockout, many retailers were, in fact, responding to the digital challenge by reinventing the function of the physical store, frequently by reframing shopping as a desirable social activity rather than a duty. 

This methodology can be used to identify which trends to adopt and which to actively influence. Companies shouldn't strive to pursue every possibility since they can't. We have to ask yourself whether every movement in demand is transient or permanent to obtain a sense of which ones to support. Many of the immediately noticeable changes in response to Covid-19 were probably just temporary since they were most likely caused by fear of contracting the disease or following government orders. Before the lockout, many retailers were, in fact, responding to the digital challenge by reinventing the function of the physical store, frequently by reframing shopping as a desirable social activity rather than a duty. 


Adapt Your business model. The changes in supply and demand that are pertinent to your industry will influence your new company strategy. The fundamental and probably long-lasting shocks to globalisation caused by the epidemic will have a significant impact on many manufacturing enterprises, for instance. Many businesses may need to reshoe crucial components in their supply chains, from R&D to assembly, when large markets like the United States raise trade restrictions.

Asking fundamental questions about how you'll produce and provide value, who you'll work with, and who your consumers will be will help you determine what business model the new normal requires. Let's examine how retail shopping businesses should adapt to the change to digital as an example.
Customers and businesses have become more reliant on major digital platforms, such as Google, Amazon, and Apple in the West and Alibaba and Tencent in Asia, as well as a more recent crop of fierce competitors like China's Meituan, Russia's Yandex, and Singapore's Grab. A company's competitive environment will more and more depend on the platform it uses. Retailers will have to learn to use such platforms to innovate and develop their value offerings as they strive to establish a unique position for themselves.
Because of digitization, niche firms could grow their customer bases—possibly internationally or into underserved areas.
Reinvest - Even while it would be difficult psychologically to do so when cash flows are under pressure, this is precisely the right time to take some calculated chances. According to research, the most prosperous businesses not only put more money into new prospects than their competitors do, but they also put their money in fewer baskets, allocating more than 90% of their net spending to industries that have better growth and returns. These businesses are aware that a crisis presents a chance to forge a fresh competitive position.

The COVID-19 recovery plan 2020-21 financial assumptions. The assumptions that support the plan are: 
Revenue 
· For subscription renewals, we are assuming some deterioration in retention levels over the next 2 years and an increase in the need to offer concessions for financial hardship as well as a delayed payment cycle. 
· Commercial income is expected to deteriorate further on our 19-20 out-turn and then remain flat for the subsequent 2 years. Similarly, other member income is expected to deteriorate by 10% over the 19-20 out-turn and then remain flat, which mirrors our assumptions around growth in our profession. 
· Costs: 
2020-21 costs will remain tightly controlled throughout the next 12 months and maintain the level of savings made and planned from the previous financial year. 
COVID-19 RECOVERY BUSINESS PLAN 2020–21 FINANCIAL YEAR 
[image: page18image1157418416]

· As a result of rapidly moving to and continuing to evolve a digital first approach to RICS’ future, we have identified circa £9m of operational cost savings and these have been included in the financial plans. 
· Strategic investments will continue key projects set out below and we will continue to invest in digital delivery. If our performance is more favourable over the year, we will enhance the pace of investment in our new digital experience to enhance the engagement of the profession. 
COVID-19 recovery performance challenge 
• We have assessed a range of future scenarios but given our desire to be prudent and manage financial bandwidth risk, we have based our 12-month plan on worst-case scenario. As a result, there is a performance challenge of £11.6m to be delivered over the next 12 months through a continued shift to digital delivery, simplification of our operations and new product development leading to enhanced financial performance. Our Management Board and Governing Council have been clear that they want RICS to plan for the worst in a period of expected continued and volatile uncertainty. Considering the exceptional impact of COVID-19, we will review our reserves policy during the financial year and assess its adequacy in the context of such global economic shocks. COVID-19 aside, we recognise instabilities in trade and politics. 


Part B

If Amana Company decides to sell online: 150.000+50.000=200.000 one-time fixed cost
Additionally, 35.000 annually fix cost for IT Programmer. 
The fix cost used to rent the warehouse is consider sunk cost and is on reliable on this decision, however, if the company considering closing some of them or to give to others to rent it is good decision as fix cost will improve and will cover expenses to set up a website online.
 
· Setting up their own website I believe this is the best and sustainable position and for long term. Nowadays almost all company has website where sells online. The sells will increase if they might invest in advertising, maybe in the most popular social media websites.
· If they decide to sell with Amazon, it seems good decision as per money cost, but considering the competitors and price which cannot be control, it might end up with a failure. Selling only 65.000units they wouldn’t cover the break-even point. Amazon is very recognised platform but mostly for private seller can be a good start with small or medium produces, but it is not suitable for a big company which is recognised already. 

Here I explain why: setting up their own website is for long term, and they own it, he fix cost are only from beginning are major, however, after couple of years they will cover all the cost and make profit with fix cost of IT programmer (£35.000 pe annum) which is already less than Amazon fee (50.000). 

Any decision Amana Company will take it would be cover from any business disaster because is Limited Company which one of the advantages is security of personal assets of each shared holder within a company (family member), or business reputation and money in bank.
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