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PART A.
Amana Ltd is a family-owned tourist business located in England which sells souvenirs to tourists. They have several locations in tourist hotspots across England namely Brighton, London bridge, Westminster bridge, Buckingham Palace, Birmingham city centre and Manchester city centre. Souvenirs are produced by a Chinese manufacturer specifically according to designs made by the Amana team. They have been operating a successful business for 40 years and have come to understand the dynamic nature of the tourism industry. Recently, the Covid-19 pandemic broke out in England leading the government to impose restrictions on movement and travel which severely impacted the tourism industry. Amana’s revenue took a big hit in April 2020 as tourists could not travel for the Easter holidays, sales picked up slightly in the summer of 2020; however, the prolonged lock down between December 2020 and February 2021 depleted any additional revenue that had been made in the summer.
In the past, Amana ltd has only traded within physical stores with a functioning website serving as a channel for marketing their business. Mr Amana, the owner of the business has hired you as a manager and provided a cost break down of their products.

	
	Original budget (£)
	Actual (£)

	Units
	100,000
	80,000

	Selling price
	25
	20

	Variable costs:
	
	

	Materials
	2.50
	280,000

	Labour
	4
	440,000

	Overhead
	1.50
	120,000

	Contribution
	17
	760,000

	Fixed overheads:
	
	

	Warehouse rental
	200,000
	170,000

	Insurance
	100,000
	100,000

	Fulltime warehouse supervisor salary
	50,000
	35,000



*Figures are based on average estimates incurred in producing a mix of souvenirs.
Required:
(i) Prepare the monthly control report showing original budget, flexed budget, and variances. (25 marks)
(ii) Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year
2020. (20 marks)
(iii) Provide recommendations to Amana’s CEO on areas of improvement. (15 marks)
(1500 words, TOTAL = 60 marks)






	 
	Original budget
	Original budget (£)
	Actual Budget
	Variances
	Fav/Adv

	Units
	100,000
	100,000
	80,000
	-
	

	Selling price
	25
	25
	20
	-
	

	SALES REVENUE
	2,500,000
	2,500,000
	1,600,000
	900,000
	A

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	280,000
	-30,000
	A

	Labor
	4.00
	400,000
	440,000
	-40,000
	A

	Overhead
	1.50
	150,000
	120,000
	30,000
	F

	TOTAL VARIABLE COST
	8.00
	800,000
	840,000
	-
	

	Contribution
	17
	1,700,000
	760,000
	-
	

	Fixed overheads:
	
	
	
	
	

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

	Insurance
	100,000
	100,000
	100,000
	-
	

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

	TOTAL FIXED COST
	350,000
	350,000
	305,000
	-
	

	TOTAL COSTS
	
	1,150,000
	1,145,000
	-
	

	NET PROFIT
	
	1,350,000
	455,000
	-
	

	
	
	
	
	
	



Profit Reconciliation:			
Budgeted profit		    £1,350,000 	
Total favorable variances   £75,000 	
Total adverse variances	     £970,000 	
Actual profit	£ 455,000 	

Calculations 
1. SALES REVENUE = SALES(UNITS) X SELLING PRICE = 100,000 X 25 =£ 2,500,000
2. MATERIALS= MATERIAL COST/UNIT X UNITS SOLD= 2.5 X 100,000 =£ 250,000
3. LABOUR= LABOUR COST/UNIT X UNITS SOLD = 4 X 100,000 = £400,000
4. OVERHEAD= OVERHEAD/UNIT X UNITS SOLD = 1.50 X 100,000=£ 150,000
5. TOTAL COSTS= FIXED COSTS+VARIABLE COSTS= 350,000+800,000= £1,150,000
6. ANTICIPATED  PROFIT=  SALES REVENUE – TOTAL COSTS= 2,500,000-1,150,000= £1,350,000
7. VARIANCES= ORIGINAL BUDGET-ACTUAL BUDGET
8. NET PROFIT= SALES REVENUE-TOTAL COSTS= 1,600,000-1,145,000= £455,000




PART B
Mr Amana has noticed that a lot of his competitors now sell online to customers in the UK, Europe and US. He has been considering closing the Brighton, Birmingham city centre and Manchester city centre branches in order to streamline the business activities and move 50% of their sales online. Several factors have to be taken into consideration when making this decision.

i) Cost of setting up delivery network – £150,000
ii) Cost of upgrading current website to handle large volume of sales - £50,000
iii) Salary of a fulltime IT programmer - £35,000 per annum
iv) Based on market research, there would be guaranteed sales of 100,000 units annually 

The business also has the alternative of selling their products directly on Amazon and would have to take the following factors into consideration when making this decision.

i) Amazon fulfillment fees - £50,000
ii) High levels of competition between Amana souvenirs and other sellers on these platforms – Guaranteed sales of 65,000 units on Amazon annually with the potential to increase depending on demand.
iii) Lack of control over pricing and return policy.

Required:
In your report, provide an analysis of Mr Amana’s decision to go online and advise if they should set up their own online shop or sell on Amazon. You should take into consideration all the relevant costs. (1000 words, TOTAL = 40 marks)
ALL QUESTIONS SHOULD BE ATTEMPTED


When pandemic has started in April 2020, the whole world has changed. COVID-19 not only had a major impact on public health but also caused a massive shock in worldwide economies. Even though all companies were affected by it, the strongest hit took the retail and hospitality industries. Small businesses had to find a way to adjust the government guidelines and disruption.  In the UK the government put in place schemes in order to support and help businesses continue the activity.
Analyzing  Amana Ltd reports we can see that the company had a big loss in 2020, considering that the anticipated profit was expected to be one million three hundred fifty thousand pounds. Looking at the actual net profit I can say that Amana Ltd was fortunate to be able to cope with all the challenges and not be forced to close its doors to the public like most of others companies.  
Although, the pandemic had a negative impact on all industries, businesses had to adapt and social media had a massive role in the process. A lot of companies moved their activity online, and I believe that Amana LTD has to do the same. The world is already heading towards globalization and technology is becoming a big part in our lives. When 80% of people in UK were in lockdown, online sales were booming. 



	BRIEF PROJECT BUDGET PLAN 
	

	SECTION
	 ONLINE
	AMAZON

	Upgrading current website to handle large volume of sales
	50,000
	0

	Fulltime IT programmer
	35,000
	0

	Setting up delivery network
	150,000
	0

	Amazon fulfillment fees
	0
	50,000

	TOTAL COSTS
	235,000
	50,000

	
	
	

	UNITS SALES GUARANTEED
	100,000
	65,000

	PRICE/UNIT
	25
	25

	SALES REVENUE 
	2,500,000
	1,625,000

	
	
	

	NET PROFIT
	2,265,000
	1,575,000



Amana LTD could put in place a different and new strategy, my recommendation will be to close three of the shops (Brighton, Birmingham and Manchester) and focus more on online sales and promoting the business on social media platforms. This is a big opportunity to grow the business, because of reduced costs and a bigger market and being more accessible to the public. 
Looking at my Brief Project Budget Plan, although there is not enough data, we can clearly draw a conclusion that focusing on online sales through Amana website it is more profitable. In addition, Amana could, significantly, increase the number of visitors on the website with the help of social media platforms, promoting and advertising their products. This choice could benefit and bring considerable profits to company`s annual revenue.
The aim of any company is to expand and generate more profits. Once the management team decides to invest into online sales, the objectives for Amana LTD, to achieve that, are:  

· Attract more customers 
· Reducing costs
· Increasing profits
· Create new opportunity for the company
· Increase sales
· Increase brand recognition
· Avoiding further disruptions of the activity
· No delays during the processes and activities of the project 
· Better control over sales
· Better control over pricing and return policy. 
Through these challenging times, moving fifty percent of the business activity online it is the most effective strategy Amana LTD can adopt. 
 Budgeting and planning, play a huge role in setting up the digital strategy.  Part of a successful move is represented by the market research, understanding the customers and whole online process in order for the company to adjust the digital strategy.  A very important step is to try to cover all social media platforms, to create a consistent brand experience for customers who can lead to brand recognition and gaining loyalty from customers. 
Furthermore, a big change occurred in consumer’s behavior too. I could say that online consumer’s behavior is different than traditional consumer’s behavior. The online strategy is about increasing the frequency and probability of units sold. In order to achieve that we have to follow and receive feedback from customers which is much higher than in a physical shop. Starting to know your customers and make constant improvements on the products sold, based on their feedback is going to increase the credibility of the company and brand recognition. Online shopping is the most convenient way, when doing purchases it saves you time and money. Customers also have the advantage to check out the range of products available and compare prices too. 
When analyzing the Amazon alternative, we can see that the net profit is lower. I think selling trough a third party does not help the company’s interests. It is definitely a short term solution but not for a business like Amana  LTD. This option would not provide the same figures yearly. 
Furthermore the lack of control over pricing and return policy is it a very important risk factor to consider because it may affect the business overall and bring unpredicted losses. 
 The overview over the Amana Company is explained in this report. The business organization's environment is examined, as well as the consequences of the pandemic. In addition, some techniques and approaches are examined. Amana LTD employs a online approach and initiative to expand its market share. Amana is a retailer that sells its products in 6 shops in addition to the online sales that exist in the market. I strongly suggest that the company should move fifty percent of its activity in online sales employing a variety of retail growth tactics and ideologies, there are numerous factors that could influence the business climate in the firm in both positive and negative ways. 
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