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[bookmark: _Toc102428558]INTRODUCTION
The business world presupposes a series of tools and factors that without a diligent and correct work, cannot manifest its fruits during its development. Most information sources say that standard costs and their relationship with budgeting need to be always coordinated by managers so that the business is successful because they offer certain objectives against which we can measure the real performance of the business (Atrill & McLaney, 2018). We all know that the year 2020 was a heavy blow for humanity, with many damages and enormous losses. Speaking, about the business side, it was obvious that their continuity also depended a lot on the way the managers acted during this difficult period. In the following, we will discuss about one of the many businesses that suffered during the pandemic. For a more transparent understanding, we will present a mathematical report on the original and current amounts of all the compartments in a business. Finally, we will discuss based on the performance of Amana Ltd and what recommendations we could offer for an improvement of the situation. Following the scenario of this business, we notice that the owner has to make the right decision regarding the continuity of souvenir sales. In relation to this, we will propose pros and cons for the method that we will consider more efficient.









[bookmark: _Toc102428559]MAIN BODY
[bookmark: _Toc102428560]Part A
[bookmark: _Toc102428561]Question 1 Monthly control report
	ITEMS
	COST PER UNIT
	ORIGINAL(£)
	[bookmark: _Hlk101270084]FLEXED (£)
	ACTUAL(£)
	VARIANCE

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5 UF

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

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(80,000) 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
	(600,000) 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 warehouse supervisor salary
	50,000
	50,0000
	50,000
	35,000
	15,000 F

	Profit
	
	1,350,000
	1,010,000
	455,000
	(555,000) UF



[bookmark: _Toc102428562]Question 2 Report on Amana’s performance
 Reduction of the sale price. In one of his financial articles, Hermann Simon, a price expert, says: to have a better profit in a business, it is better to set the prices, instead of increasing the sales volume (Hermann, 2015). In fact, such statements are supported by several experts in the field, who confirm that price stability in business is a much more effective strategy than lowering them to sell more products. Based on the above calculations, we can see that Amana Ltd is an example that proves what the experts said about the role of prices in a business. Due to the pandemic, the owners reduced the selling prices from 25 to 20£ per unit, which brought them a lower profit. We will also take into account the fact that the current revenues of the company were already unfavorable, such as 1,600,000£ compared to the original one, 2,500,000£, following the decisions taken during the pandemic period. Other factors that contributed to the low profit of the business, were the costs and the labour too high, the variance of which was also unfavorable.
Factors that determine the general income of the business. It is visible that some costs have varied from one price to another, most of them increasing. To find a solution, it is needed an investigation by the owners, to see the cause of the increase in these costs and how they could be reduced. A vision is welcome on how to buy less materials for production because their price is very high now, so they will reduce the labour, which is also high (Emsley, 2000). Probably in such situations, it is more favorable to produce fewer souvenirs to be sold but the price to keep it the same without being lowered. At, the same time, by investigating the problem, they will be able to understand whether the low price of the warehouse and the supervisor salary will be long or short-term, to contribute with the right actions at the right time (Alegre & Sard, 2017).
Price revision to ensure sustainable profitability. Going back to the problem scenario and comparing it with the price report above, it is clear that lowering the price for souvenirs was not a profitable strategy. By the way, what would be the continuity of this business if it does not bring profit to the owner? Considering the fact that the owner made this decision in the context of the global pandemic situation, first of all he should have asked himself the question: why not buy so many souvenirs? Is the problem lacking in money? Is their cost too high? I don't think souvenirs were sold because people didn't have money, but the problem was their own need at a time when society's concerns were much more serious - such as health, the certainty of tomorrow, family insecurity, and so on (Triyogo & Bandur, 2021). So, the strategy of lowering the price to stimulate sales did not satisfy either their needs as owners or the needs of the people. I think that more attention should be paid to other issues such as changing suppliers, decreasing the quantity of products, selling souvenirs by other means, or why not making other products that involve approximately the same material as souvenirs but which would have been current at the time. In order to ensure long-term profitability, both the prices and the other aspects need to be reviewed by the business owners.
[bookmark: _Toc102428563]Question 3 Recommendations to Amana’s CEO
Speaking of business, the pandemic crisis has marked sudden downward and rising pressures on both demand and price. Most customers, whose sphere has been directly affected, request negotiations or contract reductions, being sure what might happen in the near future, while others, whose production has become much more in demand, have aggressively raised production prices (Abdelnour, et al., 2020).
Because the profitability of this business is based on the sale of products, and the products are made of materials, the evidence of the costs of these materials has a very important significance. This aspect must be monitored effectively so that it can be seen what happens to the profit when there are changes from the suppliers regarding the materials, whether the price increases or decreases, or does not deliver the material on time, or the availability of the necessary quantity or is insufficient. Usually, the most strategic ways in which a business can increase its profits are to increase its revenue intensively (Oncioiu & Cokins , 2020).
 Due to the lack of materials and equipment that limited its production, the owner of Amana Ltd, had to request these from the old suppliers, but the cost of these was already high. In one of the literal sources, the specialist asks the question: Who are your suppliers - friends or enemies? In fact, they are both. It all depends on how you build relationships with them (Lemke, et al., 2003). 
It is obvious that the owner does not want to lose the business he has been running for 40 years, so he must maintain his value to survive the crisis. To cope with the situation, companies must be creative and flexible enough to meet the needs of all internal and external factors, even if it is difficult to assemble or long-term vision in the face of such a crisis. I would recommend that the owner first ask the supplier for a cost reduction, justifying their request with their long-term relationship. It is better to keep one or two suppliers that deliver quality material, than to have more, in the quality of which you are not confident. Another opportunity is to completely change your manufacturer / supplier. It is important to find a qualified one to ensure that the value of your products is maintained, because they control both the cost and the assembly, quality, shipping of the products, etc. One of them may be the famous web site Alibaba, which is a common marketplace that can connect with the manufacturer you want, to produce souvenirs with your own design. Another one can be Directories, here you can find lots of profiles of manufacturers, suppliers, the most popular being AliExpress, Kompas, India Mart (Ferreira, 2021). 
Not the last one can be Google, where nowadays humanity finds the answer to every question. By searching on google, company names which provide materials for your domain, you can also see real reviews on their websites that have been left by their customers. Review helps you to make an opinion about them before calling directly. After the Amana owner chooses 2-3 companies, he should research the offers propose by the company, the most important question being the cost of the materials, but in choosing the supplier, the owner had to consider other equally important factors - how long does it take to make and deliver the product? do they resonate with the design you want? What is the minimum quantity of products you can order? what is the cost per unit? The advanced conditions must also be checked, can the relationship with them be long lasting? What impact do they have on the environment by manufacturing these products? because this is a very current moment. Referring to the current pandemic that put the owners of Amana in such a situation, we must not forget that in addition to the problem of high costs, there is also the problem- to whom and how do we sell souvenirs? Thus, I would propose that with the change of suppliers, to take into account the companies that, in addition to production and supply services, also include advertising services, expose to the public in various forms the products made - these can be vouchers, information panels, advertisements on their website, exposure in local markets, etc. This service does not involve an additional cost but is only a sub-point of the contract.
[bookmark: _Toc102428564]Part B
[bookmark: _Toc102428565]Question 1 Analysis of Mr. Amana’s decision
The owner's decision to make sales online. Referring to the scenario of the problem, we notice that the owner Amana decides to start online sales, this being the only way of continuity at that moment. As this area is unknown to them because they only did business physically in boutiques, this decision brought more questions. 
Which option is better? Why? The biggest dilemma is the method chosen to sell -creating your own shopping site or selling souvenirs on existing platforms, namely Amazon. We all know that both methods involve certain facilities and certain risks. There are different costs for each. In this case we know that the creation of a website will cost the owner about 200,000 pounds plus an annual salary for an IT specialist - 35,000 pounds per year. It currently sells 100,000 souvenirs annually. So if the manufacturer will sell the products with the original price, 25 pounds, an approximate income would be 2,500,000 pounds. From this amount we must extract the cost of materials, labor, and other contributions of the owners throughout the year.
Amazon is an existing sales platform for which you do not have to invest so much. The maximum investment amount at the beginning is 50,000 pounds as execution fees, and the number of sales is approximately 65,000 units per year with the possibility of increase or decrease. So a variable income would be 1,625,000 pounds, from which we will also deduct the contribution and other monthly, annual expenses.
Considering the amount of investment required at the beginning and the online audience that the owners do not have, many would probably say that Amazon is the right way. If I were a business start-up and were pressured by such a crisis with high costs, lack of customers, minimal sales, these events would force me to make a hasty choice, of course I would have chosen sales on Amazon as well. But a deeper analysis of the scenario, the mathematical report made, the situations relevant to both methods and the detailed investigation of the problem make me think differently. Let's imagine that Amana owners choose to sell souvenirs on Amazon. One of the questions is: how do we know what can happen to Amazon in a year? Two, three? Or what principles of collaboration will it have? Is this a sustainable strategy? etc.
Disadvantages of selling on Amazon. In addition to this uncertainty, there are other factors that disadvantage selling on an existing platform, such as Amazon:
1. Let's start with the fact that the platform is not created by you, so you don't have many priorities in relation to it.
2. Selling something on Amazon requires a lot of competition and in order to be valuable you need to get a lot of positive reviews from buyers.
3. The principles of Amazon limit you by their full control over the registered products. Any moment that does not correspond to their rules can be deleted, changed, replaced by them.
4. To prevent negative reviews, Amazon may limit the type of reviews for some products, and organic reviews that have accumulated over time will not get the visibility you expect.
5. Amazon sales do not give you direct contact with the customer, and this shortcoming does not give you the opportunity to grow because everything you do is to satisfy the customer, and once you do not have it, it will be a disadvantage to grow your business.
The advantages of creating the own sales site. Respectively, I would propose to the owners to set up their own souvenir sale site which in my vision will be an advancement of the business and an ability to be able to control their future. Even if the initial investment amount is higher, selling on your own site offers a number of well-structured advantages:
1. You are the owner of the site, so you have the freedom in everything related to the appearance or design, arrangements, product description, page content, etc. 
2. Your site will not contain similar products from other competitors that may cause customers to research other items at the risk of buying them, which is what happens on Amazon.
3. By creating your own website you have the opportunity to create your own brand and name in the online world, you can also present and describe the product in your own way.
4. Higher customer loyalty is ensured when they buy the product directly from a website, so after that they come with direct reviews to the owner or recommend to other people from the first source but not a general market.
5. With direct access to information about your potential customers, you can get involved in customer relationship building, which you couldn't do on Amazon ( Rhiân Davies, 2022).
A possible concern in choosing this method would be the lack of customers in the online environment because they have never sold souvenirs this way. But will Amazon offer you a number of customers for your brand? When the buyer orders the souvenir from Amazon, does he become your customer? He is only an Amazon consumer and there is no chance that this person will return to buy the souvenir produced by you.
In my view, this is also an important aspect in decision making because the owners of Amana make this choice not only for a higher profit for the moment but also aim for this to be a sustainable method that does not require such a decisive restart.
[bookmark: _Toc102428566]Conclusion
Every business in its path of development has ups and downs. It is important that the manager acts correctly at the right time. The pandemic situation caused by Covid-19 has devastated not only some local businesses, but also other aspects of humanity in general. I believe that the Amana Ltd case was not only a failure at the time, but also a change because switching to online sales is a major assault on a business. The data in the table showed us, that, with the application of restrictions, the figures vary from field to field but choosing a suitable supplier and focusing on online sales are the right steps for a profitable business continuity. At the same time, the correct management of the internal process in a business remains just as important. A price review for souvenirs and a thorough investigation of all the details would help the owner to choose the right strategies to ensure a profitable future for the company.
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