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Task: Amana Ltd 
Part A

Introduction 
Amana ltd is business that is focused on selling souvenirs to tourists in England. The business is selling souvenirs across England including London, Birmingham, Brighton and Manchester.
The covid 19 crisis brought to the business decline in orders, therefore decrease in profit. That made the management to look more in details in its financial operations in order to survive. 
i. Monthly Control Report showing original budget, flexed budgets and variances.

Budgets are the estimation of acquiring and use of all types of resources within the organizational operation for a certain period of time. They represent the objectives of the business (Ameen & Tan, 2017). The business of Amana should make sure that budgeting takes place in order to take a reasonable decisions about the future activities of the business. Moreover, the budgets will help the business to understand better its operation cost. This will eventually help the business to decide whether to continue to order its goods from the Chinese Manufacturer or to look for an alternative. From the other side flexed budgets are also essential for the business of Amana as they are in place when the business experience changes in sales volume (Revenue change) or production volume(cost change).


	Àmana ltd
Original Monthly Budget

	
	Amount (£)

	
Materials: 100,000 units ×£2.5
	250,000

	Labour: 100,000 units ×£4
	400,000

	Overheads: 100,000 units x 1.5 
	150,000

	Fixed Overhead
	350,000

	Total Original Budget
	1,150,000

	Revenue: 100,000 units x £25
	2,500,000

	Net Profit
	1,350,000




Flexed Budget
Fixed budget aim is to show the expected sales revenue from the actual capabilities of the business (Rhode and Garrison, 2019). 
	Àmana ltd
Flexed Monthly Budget

	
	Amount (£)

	Materials: 80,000 units ×£2.5
	200,000

	Labour Cost: 80,000 units x £4
	320,000

	Overheads 80,000 units x £1.5
	120,000

	Fixed overheads
	350,000

	Total Original Budget
	990,000

	Revenue: 80,000 units x £25
	2,000,000

	Net Profit
	1,110,000





Actual Monthly budget
Actual Monthly budget illustrate the real figures generated by the business for the period. It is the main benchmark that the management will compare to the other budgets to find the variances (Rhode and Garrison, 2019).




	Àmana ltd
Actual Monthly Budget

	
	Amount (£)

	Materials: 80,000 units ×£3.5
	280,000

	Labour Cost: 80,000 units x £5.5
	440,000

	Overheads 80,000 units x £1.5
	120,000

	Fixed overheads
	305,000

	Total Original Budget
	1145,000

	Revenue: 80,000 units x £20
	1,600,000

	Net Profit
	455,000




Variances 
Variances are the actual figures that are showing the differences between the estimated revenue, variable and fixed costs for the period.

	Amana ltd
Total Variance

	Original Budget
	
	
	
	

	
	Material
	Labour
	Variable Overheads
	Fixed Overheads
	Total

	Amount (£)
	250,000
	400,000
	150,000
	350,000
	1,150,000

	Flexed Budget
	
	
	
	

	Amount (£)
	200,000
	320,000
	120,000
	350,000
	990,000

	Actual Budget
	
	
	
	

	Amount (£)
	280,500
	440,000
	120,000
	305,000
	1,145,000

	Volume Variance (Original vs. Flexed) 
	50,000
	80,000
	30,000
	0
	-155,000

	Remarks
	Favourable
	Favourable
	Favorable
	No Variance
	Unfavourable

	Price Variance (Flexed vs. Actual) 
	-80,500
	-120,000
	0
	45,000
	210,000

	Remarks
	Unfavourable
	Favourable
	Na Variance
	Favourable
	Favourable

	Total Variance (Original vs. Actual) 
	-30,500
	-40,000
	30,000
	-145,000
	105,000

	Remarks
	Unvourable
	Unfavourable
	Favourable
	unfavourable
	Favourable





ii. Performance Report for 2020th 

From the monthly control report is evident that the Amana ltd business has been affected by the recent issues caused by the pandemic. First of all, if we compare the figures from the original budget and flexed budget we will see that there is a slightly decrease in the total cost in Flexed Budget comparing to the original budget. However, there are less sales which left the company with a slightly smaller profit. Because of that change the total net profit is likely to be reduced.
Also, when we compare the figures from the Original and Actual Data is shown how the net profit for the business has gone down because of the Reduced sales in units, Reduced selling price and at the same time the increased Variable cost. All these factors are unfavorable for the business. The only favorable aspect is the Fixed cost which due to the reduced volume of work is reduced slightly but not enough to cover the occurred cost in production level.

iii. Areas for Improvement in Amana ltd
Based on the above figures can be said that the business should look for alternatives to its brick-and-mortar stores. Nowadays online space provide an unlimited opportunity for the business; thus, it should be utilized by the business effectively. As described by Priambodo et al. (2021) the e-Commerce platforms are showing greeted improvement during the pandemic period. Moreover, as stated by Khan et al., (2016) those business that used the E-Commerce concept are likely to achieve competitive advantage over time.
The online platforms will increase the number of sales for the business, but also at the same time will reduce fixed cost, due to the release of physical spaces and all assisted expenses for each of them. 
Another recommendation for the business will be to look for an alternative manufacturing destination with same capabilities but lower prices like India or Thailand for example. Another option is to look for closer to the business country like Turkey here in Europe, which can reduce the overheads of the business such as transportation cost and tariffs/taxes. 

Part B

Mr. Amana - Shift to Online Store
Companies considering transforming into online businesses must examine the impact of adoption and modernization based on three aspects: technology, organization, and environment (Tornatzky & Fleischer, 1990). When it comes to adopting e-commerce in the creative industry, the TOE Framework idea may be used to ensure that businesses are ready. Tornatzky and Fleischer (1990) created the TOE framework. Deciding to shift half of the company operations from physical stores to online stores is welcome and recommended. However, closing the branches completely could be questioned. Mr. Amana should let the branches in Brighton, Birmingham City Centre, and Manchester City Centre run for some period as he establishes himself fully for an online store. Mr Amana can take the opportunity to shift from local to the national and international market with minimal capital commitment. From across the planet, the business will only acquire additional customers, the best stakeholders, and ideal business associates. By digitizing paper-based information, online stores can help Mr Amana to reduce the cost of forming processes, issuing, recovering, and handling them (Mukherjee & Nath, 2003). The online business supports the generalization and fastmoving up of business actions. Productivity is boosted by E-Commerce platforms. Even though the branches would only be able to serve a specific area of the population, the proceeds from the branches can be used to finance the capital needed to start an online store. The branches should be left running for just a small duration because the branches only serve a specific area which may be a growth constraint even though the presence of these locations could increase Amanas product loyalty. With the regional restrictions, Amana is deprived of the ability to expand his market share. This would mean that Mr Amana would not enjoy the privilege of exploring other markets since the company cannot attract additional consumer bases. 
 Mr Amana could target the UK and Europe markets in the beginning and then United States and Asia later. Operating online and offline stores simultaneously can help Mr Amana plan to reengage its current physical stores to better serve domestic clienteles and loyalists. By choosing an internet sales platform, Mr. Amana is presented with two options. Whereas a specialized online store can guarantee 100,000 units sale annually, the initial cost is a whooping £ 200,000 which is the expensive option compared to selling directly through Amazon and comprises setting a delivery network and cost of upgrading the current website as well as a recurrent cost of £ 35,000 per year. Alternatively, Mr. Amana can sell using direct internet selling on Amazon that would cost £ 50,000 annually and has an assured revenue of 65,000 units every year. 
Other than the business plan informed according to the above information, Mr Amana will have to reflect the company's current recognition in the UK, Europe, and the United States, as well as the promotion costs that would be essential to build the company and product awareness within those areas. Because it only operates through physical stores in just a few places around the UK, this can be assumed that brand recognition is confined to certain sections (if not all) of the country. With all of those aspects put into consideration, Mr Amana should prioritize selling through Amazon for a minimum of three years. Although the company is exposed to a possible stiff competition in this selling platform, the company will enjoy and get the privileges of getting accurate information concerning the level of acceptance and tolerance of the products in the targeted markets, allowing him to personalize promotional activities to enhance consumer loyalty in the long run. The company can then contemplate transitioning fully to a specialized target segment for the 2-year period.
Amazon is a well-established online platform that does not require further upgrades. Customers from every corner of the globe are informed about the site, and that gives Mr Amana an opportunity to sell to all available markets in the world and receive a full set of tools that can assist the business to achieve success. It has an already established customer loyalty and excellent reputation. Any company selling through the website is considered reputable and trusted. Customers view products sold through Amazon to be of high quality, and this is a leeway for Mr Amana to enjoy such privilege. It will surely take Mr Amana and the company a long period of time to upgrade its current website to the standards of Amazon. For the two years, Mr Amana will be selling through Amazon. He will learn and get the required experience in running an online store.
Because of the reduced expenses due to the 50% shift from offline to the online store, Mr Amana has the opportunity to save his retained earnings that would assist in building and advertising his website. Mr Amana can be selling directly through Amazon while upgrading his personal website. Three years is a good time to upgrade and market a website. This strategy is important in limiting any negative impacts that may come in due to a shift from Amazon to a personal website. Bearing in mind the stiff competition that awaits Mr Amana, he must come out outrightly to develop marketing and advertising strategies in order to control the market share and increase customer loyalty. As the company strives to remain competitive, Mr Amana should be sensitive to pricing and establish a proper price plan for the company. This will enable Mr Amana to lure customers and be a threat to potential rivals. Selling quality products at acceptable prices will enable the company to stand out and defeat any possible competition. Mr Amana must, however, be objective enough as some customers check product quality in terms of the price of the product. Price strategy is a long run technique for setting various prices, where the beginning prices are established depending on the market direction and the product life cycle (Lamb, Hair and McDaniel, 2002). Therefore, it will be recommended for Mr Amana to consider the competitor's behaviour in the market that will enable the company to fit with various economic situations during its product lifecycle. This will enable Mr Amana to generate great profits for the company and is key for negotiations within the market.
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