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Part A
Introduction
Amana Ltd is one among the thousands of businesses in the tourism industry that have been hard hit by the ongoing pandemic. The UK government, alongside other administrations in the world, has used travel restrictions as a measure to control the spread of the coronavirus and that has had devastating consequences on tourism and travel businesses. As the subsequent sections of this paper will show, companies have had to find ways to remain afloat, and many are barely hanging on (Wachyuni & Kusumaningrum, 2020). Amana Ltd.’s sales and overall performance for the year 2020 fell far below what the company had targeted, despite some hope in the summer of 2020 when sales increased after partial uplifting of some of the measures. However, that was not enough to return the company to profitability. Parts (i) and (ii) below show the variances in budget and performance for the company over that period. 
i. Prepare the monthly control report showing original budget, flexed budget, and variances. 
Original Budget
	
	Original Budget

	Units
	100,000

	Selling Price
	25

	Variable Costs:
	

	Materials
	250,000

	Labour
	400,000

	Overhead
	150,000

	Contribution
	1,700,000

	Fixed Overheads:
	

	Warehouse rentals
	200,000

	Insurance
	100,000

	Fulltime warehouse supervisor salary
	50,000

	Total Sales
	2,500,000

	Total Costs
	2,850,000

	Profit
	(350,000)



Flexible Budget
	Flexible Budget

	
	50%
	75%
	100%

	Units
	40,000
	60,000
	80,000

	Selling Price
	20
	20
	20  

	
	£
	£
	£

	Variable Costs:
	
	
	

	Materials
	140,000
	210,000
	280,000

	Labour
	220,000
	330,000
	440,000

	Overhead
	60,000
	90,000
	120,000

	Contribution
	580,000
	870,000
	1,160,000

	Fixed Overheads:
	
	
	

	Warehouse rentals
	170,000
	170,000
	170,000

	Insurance
	100,000
	100,000
	100,000

	Fulltime warehouse supervisor salary
	35,000
	35,000
	35,000

	Total Costs (A)
	1,305,000
	1,805,000
	2,305,000

	Total Sales (B)
	800,000
	1,200,000
	1,600,000

	Profit (A-B)
	(505,000)
	(605,000)
	(705,000)




Budget variance
	
	Flexible Budget
	Actual Budget
	Budget Variance 
Over, (Under)

	Units
	80,000
	100,000
	20,000

	Selling Price
	20
	25
	5

	Variable Costs:
	
	
	

	Materials
	280,000
	250,000
	30,000

	Labour
	440,000
	400,000
	40,000

	Overhead
	120,000
	150,000
	(30,000)

	Contribution
	1,160,000
	1,700,000
	540,000

	Fixed Overheads:
	
	
	

	Warehouse rentals
	170,000
	200,000
	30,000

	Insurance
	100,000
	100,000
	-0-

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

	Total Sales
	2,305,000
	2,500,000
	100,000

	Total Costs
	1,600,000
	2,850,000
	625,000

	Profit
	(705,000)
	(350,000)
	(525,000)



ii. Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020.  
From the point of view of overall reporting, the company is making losses for the period entailed in the budgets given above. There is significant variance in the amount or material and the costs of production that indicate the company’s financial position. This may be expected for a company in the tours and travel industry as these have been the greatest losers to the Covid-19 global pandemic, but even so, the company needs to look into some of the ways through which it conducts its business in order to remain afloat (Sigala, 2020). While reporting the performance of this company here, considered causes of poor performance include low demand for the company’s services and souvenirs in the UK since the company targets internationally travelling tourists, who can no longer access the company and its products physically due to existing travel bans (Wen et al., 2020). 
Lower demand, according to the law of demand and supply, means that the prices of commodities in the market. The company sold its products at a price of £20 instead of the 25 that had been projected during the process of budgeting. Also, the company sold 20,000 fewer units of souvenirs than had been anticipated in the planning phase before the onset of the pandemic. Although the production was reduced, partly due to lower demand and reduced souvenir prices in the market, the company used more materials to produce the souvenirs than it had planned, and the cost of producing each unit also increased as indicated by the increased labour units for the company’s souvenir production. The company, however, paid less for warehousing than it had planned, and the cost of warehouse management also reduced from £50,000 to £35,000. These savings, however, were not enough to help the company cover the losses it was making through increased material and labour costs that went in to produce a lower a smaller volume of products. At the end, Amana Ltd made a loss for the financial year 2020 as the profit figures in the variance analysis table below indicate. 

	
	Flexible Budget
	Actual Budget
	Budget Variance 
Over, (Under)

	Units
	80,000
	100,000
	20,000

	Selling Price
	20
	25
	(5)

	Variable Costs:
	
	
	

	Materials
	280,000
	250,000
	(30,000)

	Labour
	440,000
	400,000
	(40,000)

	Overhead
	120,000
	150,000
	30,000

	Contribution
	1,160,000
	1,700,000
	540,000

	Fixed Overheads:
	
	
	

	Warehouse rentals
	170,000
	200,000
	30,000

	Insurance
	100,000
	100,000
	-0-

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

	Total Costs
	2,305,000
	2,500,000
	100,000

	Total Sale
	1,600,000
	2,850,000
	625,000

	Profit
	(705,000)
	350,000
	525,000


iii. Provide recommendations to Amana’s CEO on areas of improvement. 
One of the most suitable ways that the company can use to survive this hard period and also recover from the effects of the pandemic is to ensure that its business is not brought to a halt by a similar catastrophe in future. There are several ways the company can achieve this. One of these ways includes ensuring the company is not located only in one country. For instance, the company serves tourists from all over the world, but it is only physically present in various cities within the United Kingdom. While the company has its origin in the country, it should seek to have an international presence so that it can be closer to its customers and also to ensure that it serves them from different places in the world while marketing its UK branches at the same time. 
There are various benefits that the company would gain by operating from many countries at the same time. First of all, the company will be able to avoid political factors of the economy that affect businesses. The company needs to run a PESTLE analysis of its working model and with this, it is likely that the management will recognize how vulnerable the company is to political affairs in the UK. With the company only present in one country, unfavorable political environments in that market would mean that the company’s only life line would be decimated and the company would have all its business disrupted. On the contrary, if the company is present in different markets, it will be able to withstand the political upheavals that would be happening in other countries as the unaffected markets continue performing normally (Steiner, 2007).
Additionally, the recovery process in countries’ economies, as well as how different countries went about controlling the health issue with the pandemic indicate that companies can benefit from being present in different markets. Amana Ltd manufactures its souvenirs from China and these have to be shipped to the UK from where the company can serve its customers. There is a possibility that if the company was present in the Chinese market, it would nit require to ship all its souvenirs to the UK because it would be selling them locally from there (Borysova & Borysova, 2019). Also, the Chinese economy bounced back faster than the UK and the rest of the world after the pandemic, and with that success, businesses there are finding easier ways to recover because they have clients to serve (Ntounis et al., 2021). On the contrary, the UK has been under increased travel restrictions and that means the company’s operations are reduced to almost zero.
Another recommendation for Amana Ltd is that it needs to diversify its product offering. While the company is primarily a tourist company, it should not limit itself to physically serving customers and selling souvenirs to them while in England (Klemm & Parkinson, 2001). There are various products and services that this company can offer to its market that would help it grow its business. For instance, the company can have an online platform that sells the souvenirs to customers from all over the world. The subsequent Part B below surveys the company’s option of having an online platform hosted on its own website or one that is hosted by a third-party e-commerce company. The benefits of either option are highlighted and the company’s best choice is discussed. Therefore, the recommendations herein given include product differentiation, being present in different markets, and selling products online.


Part B
Amana Ltd should develop its own e-commerce website instead of working on selling its products through Amazon. Before I get to the point of supporting this recommendation with arguments on the benefits that the company would get from that choice, I will first highlight that working with third-party sales channels like Amazon, eBay, and any other e-commerce platform also has its advantages. Indeed, working with Amazon is extremely convenient for the company from the onset because it is cheaper and the company does not have to incur costs and time developing its own platform. As the data given indicates, working with Amazon would only cost £50,000 which comes as payment for Amazon fulfillment fees. Comparison between this cost and the more than £200,000 that the company would spend on the development of the platform alone indicates just how cheaper and convenient this option is for the company (Martin, 2004).
However, what comes cheaper for the company may not necessarily be the best or most productive option in the long run. The company would be losing precious data by working on the plan to sell its souvenirs on Amazon. Any company must value its customer data if it has ambitions to be a leader in the market and that means Amana Ltd has to forfeit any choice in the market that would lead it to lose valuable customer data (Gupta, Bhatt & Vaishnava, 2019). In an age where big data is leading companies towards new and unexplored marketing strategies, the company cannot afford to let the opportunity to gain an insight into its own customers’ purchasing behavior slip away. Also, working with Amazon would mean that the company provides that data to Amazon, which would then be used to shape the market to meet the customer demands of the company as well as those other companies with similar products (Toole et al., 2015).
In this regard, the company will be helping Amazon to use its customers’ purchasing data to intensify competition between Amana Ltd and its competitors on the same platform. To overcome the competition, the company will be required to engage in more marketing and product development activities in order to remain ahead of the competition (Gandomi & Haider, 2015). While this option saves the company about £150,000 on startup costs alone, it does not make it easy for the company to meet its customers’ needs as much as the company would want. This is in part of the cost the company would be paying for the convenience it would be getting from the option. 
Selling products on Amazon comes with another set of benefits, which includes ease of marketing. Internal marketing in this case is not a big concern for the company because Amazon would give the company instant exposure to the world (Cohen, 2018). Also, the company would not require to have its own shipping and logistics management systems because it would be using those provided by Amazon. However, these benefits do not come without a risk because the company could see its sales drop significantly if anything happened in the market. This is especially so if Amazon would be the company’s only selling channel. The analysis provided indicates that the company would have a guaranteed 65,000 units sales annually if it uses Amazon, which is significantly less than the 100,000 guaranteed unit that the company would sell on its own website. 
After exploring the risks and benefits of selling the company’s souvenirs on Amazon, an insight into the benefits and costs it would be getting from developing its e-commerce website should support the initial decision to stick with this choice. From the onset, the company’s projected sales indicates that this platform will have a guaranteed sale volume of more than 100,000 souvenir units. This is about 35,000 units more than what the company projects as a guaranteed annual sales volume on Amazon. For a product with the same projected price, it is clear that the company will be making more sales and revenues through its own e-commerce website than it would if it sold through Amazon. 
Setting up Amana’s own website to handle e-commerce is going to be a very expensive option for the company. The website needs to be expanded from what it is currently to a more developed version where trading can be conducted. It also needs the company to develop a distribution and shopping channel through which all the souvenirs sold can be delivered to customers all over the world. In total, these two expenses will cost the company about £200,000. Additionally, the company will require to hire an IT programmer to work on the site full-time at a cost of £35,000. Therefore, the option of developing the company’s own website will cost Amana Ltd around £235,000, which is £185,000 more than the other alternative available to the company. 
Even though the e-commerce website option is more expensive from the initial costs, it bears benefits that outmatch the costs and the benefits of the Amazon alternative in the long run. First of all, the company will be able to collect customer data and will be at liberty to leverage the data for its business purposes, as long as the information does not break any privacy laws on the customers’ side of it. Big data is a significant tool that the company cannot afford to let go of as that presents the future of marketing, meaning the company will be able to collect the information, discover trends, and make conclusions using this data to improve its products, sales, and customer relations (Martin, 2004). 
Additionally, the company will be in control of its own return policy. This is a vital selling point and one that can affect how the company sells itself and its products to the consumers. If the customers find the return policy to be in favor of the company and not themselves, they are unlikely to want to trade with the company. Amana Ltd should avoid being in a position where it cannot control how customers interact with its products because that will drive sales downwards (Assaf & Scuderi, 2020).
Conclusion
It is recommendable for Amana Ltd to develop its own e-commerce website from which it will be selling its own souvenirs. This choice comes with a higher initial cost that using a third-party platform like Amazon, but its benefits outmatch the costs. The company will be in a position to control its sales and return policies, and it will also be avoiding competition and price wars that would result from selling similar products on the same platform. This option will also give the company more projected sales per year than selling on Amazon.
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