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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
	5

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

	Variable costs:

	Materials
	2.5
	250,000
	200,000
	280,000
	80,000 U

	Labour
	4
	400,000
	320,000
	440,000
	60,000 U

	Overhead
	1.5
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	60,000

	Fixed costs:

	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


Monthly control report







The Covid-19 pandemic has caused serious effects towards the worldwide economy. The spread of the virus has produced adverse consequences in all industries, creating a crisis that will be very hard to overcome. The pandemic has thus produced disruptions since the beginning of 2020, highlighting the vulnerabilities of many areas. The attempts made by the leaders of states in order to stop the spread as much as possible and to ensure the safety of people have unintentionally created negative effects on the economy worldwide.
An example of a case in which the pandemic had unfavorable consequences is a family owned tourist business located in England, called Amana Ltd. This company's main aim was selling souvenirs to tourists in different locations in London or outside this. Even though it founded almost 40 years ago, in which Mr. Amana had dealt professionally with the prices and sales, she was now facing a difficult situation due to the decrease in tourists in London due to the pandemic. Therefore her sales have also decreased, as well as the profit.
Inside each business, no matter how much profit there is or how old the company is, sometimes there will be situations that affect their budget. This is a process of flexing of a budget that covers certain modifications of the behavior of costs and income. Once the budget is flexible, this can be compared to the real one and used to establish variations in the company. The role of variations is to attract attention as these can be favorable and unfavorable.
For example, if we imagine a T-shirts manufacturing company in which we assume they have an original budget for sales of £5,000 per month, after a couple of months we will notice that the sales of our products are of an average of £7,000 per month. Therefore, this difference in sales of £2,000 a month is a favorable variation for the business.
However, from another report made a year ago we found that the budget assumed for the material costs for each T-shirt was 7.25, and now it is observed that the value has increased to 8.50, a difference of 1.25 and an unfavorable variation which can bring more negative effects.
The monthly control report previously presented for Amana Ltd. can be interpreted in the same way. This business, like many others, has been severely affected by the Covid-19 pandemic since April 2020. With the growing number of tourists in the UK and the sale of souvenirs it has been increasingly weak, which is also observed in a decrease of the budget from £100,000 to £80,000, respectively of the price of the product from £25 to £20. Another significant decrease is present in the revenue value from the original value of £2,500,000 to the current one of only £1,600,000.
In terms of variable costs, there is an obvious increase in the material costs even though the number of units produced was decreasing, this could be one of the main problems that led to the regress of this business, not considering the effects produced by the pandemic. Aside from this, a positive thing that happened was the decrease in overheads costs from the initial value of £150,000 to £120,000. Regarding fixed overheads, we can see some positive variations, which is the decrease in warehouse rental and fulltime supervisor salary.
To sum up, by observing the numbers given by the monthly control report, Amana Ltd. has suffered significant losses in the last months. A series of measures taken by the leaders, such as decreasing the prices per product have led to less profit compared to the value of it before the pandemic, which is a change from £1,350,000 to £455,000. This tells us that there is an urgent need of new measures that need to be taken in order to be able to come back to the usual income before the pandemic.
To help Amana’s CEO, I would first come up with three theoretical tips that you should be taken into account to improve their business. Firstly, the correct management of time in this difficult period is very important because the success of the business depends on the decisions taken now, which if not properly analyzed can have disastrous effects. It is also recommended to wait for the evolution of the pandemic, to observe the new changes to which the business must adapt in order to make a profit. Therefore, time must be used and thought in the best way.
Secondly, the collaboration with their entire team can help completing objectives and problem solving. Team work can usually help improve and develop ideas and solutions, as well as simplify processes in order to improve the results. Only through ideas and advice can they manage to go through a difficult situation in which the company is found in. Only professional organization can transform the business into a more productive one where the employees are more concentrated and efficient at work.
Lastly, customers are the most important part of Amana Ltd. Taking into account the restrictions that have appeared in recent months that have had a severe impact on the number of tourists and implicitly on souvenir sales, the company must resort to a change to make these successive effects as little as possible, for example, investing in a much better developed website that will bring a progressive increase in the number of online customers. Having a website will make it much easier for customers to find the Amana Ltd. brand, discover products, read feedback from other customers or order something. Therefore, a website has the role of capturing the public's attention but also of offering trust. It is a very useful marketing tool especially for a small business like this. Another advantage of the website is that it will be available 24 hours a day so it will ensure a permanent connection with potential customers. It will keep the organization active at all times, thus increasing efficiency.
Aside from this theoretic part, there are other recommendations for Amana Ltd, which are highlighted by the monthly report. First of all, the business needs a need strategy that can bring them back to their old numbers before the pandemic.
In general, for a business, the pricing policy is an important part of the marketing mix, because it can influence potential customers quite a lot through their purchasing decision. In general, higher prices signal better quality of products or services, while lower prices are often perceived as lower quality products. The first step in setting a timely price is to consider production costs for each product. There is also a need for market research as competition is another factor that can influence it.
In this sense, a new price increase is needed for each souvenir. In order not to have a negative effect on customers, I would propose to do this in two different successive stages at an interval of at least three months. This would be a first step in returning to past earnings.
On the other side, I would suggest another strategy regarding the variable costs. There should be a modification towards labour and material costs as the costs for these are too high in order to achieve a significant profit. Therefore, there should be a renegotiation of the contract with the Chinese manufacturer or the attempt to find new suppliers that would offer more financially attractive conditions.
Lastly, I consider that another beneficial solution would be applying for a government financial support like other businesses that have been affected by the pandemic did. Through this support, they could recalculate their budget to therefore go through the pandemic in a more relaxed way, by finding a good solution. I believe that no more important steps are needed until the effects of the pandemic are diminished, as they may have unfavorable effects in the short term.
In conclusion, the Covid-19 crisis and the ensuing global economic recession have stimulated a number of problems in all companies. Managers should look for opportunities that preserve and sustain value, making every major decision in the coming months, with a focus on the long-term implications for the company and its employees, customers, communities and suppliers. They can use scenarios to support customers and employees in this difficult time, remaining flexible and focusing on maintaining relationships. And while no one knows how long this crisis will last, leaders can now begin to prepare for the post-pandemic period, and even use downtime to improve production and pricing processes.
















Part B:

Online sales can be very useful for small businesses in order to develop, reach new markets and increase their income and sales. By doing this, products and services can be shown to a larger number of clients either through their own website or an e-market such as Amazon or eBay. Therefore, the online environment can represent an advantage for sellers as well as buyers, because these can save up money and time.
The main advantage is that even if your business is small or new founded, a modern and professional looking website could increase the efficiency and reputation, therefore projecting a rather more performant image for the company, in the same way as a well-known brand, allowing you to compete with these. On the other side, the offered services would be of a higher quality as they could be out for the customers 24/7. Furthermore, intermediaries could be eliminated and in this way more affordable prices could be offered through the direct sale of products.
As for the Amana family business, it is over 30 years old, in which time it has developed and opened various branches in several areas of the United Kingdom. However, the Covid-19 pandemic produced several devastating effects that led to drastic declines in the company's profits. Therefore, the leaders were forced to act quickly in order not to close their business.
Regarding this, Mr. Amana has followed the same steps that their competitions has, which has led them to closing most of their branches that were not profitable anymore, and have used 50% to online sales. With all these, they have also faced issues in decision making; whether it is more efficient to create their own website where they can present all their products or to sell their products directly on Amazon. In the first case, they will face costs such as setting up delivery network of roughly £150,000 and cost of upgrading current website to handle large volumes of sales which is about £50,000. Aside from this they should provide an annual salary of approximately £35,000 for an IT expert to ensure the best functionality of the website. In the second case, the tax to register on the Amazon platform could be £50,000. A difference between these two perspectives is that a website could certainly ensure at least 100,000 sales per year therefore an income of £2,500,000 (calculated by selling price of £25 each) whereas in the Amazon case, which could bring a number of 65,000 products sold (£1,625,000 of income) due to the competition between Amana Ltd. and the other sellers on Amazon.
Taking into account the previously mentioned taxes there are also the advantages that will be shown below my recommendation for Amana Ltd. would be to introduce its products on the Amazon platform. Statistically, over the past few years, Amazon has seen an alarming increase in sales in the United Kingdom, to over 20 trillion pounds (STATISTA, 2021). These figures make the UK the second largest country in Europe as money spent by customers on Amazon. Through this, the Amazon retailer offers full security to the company for an investment. 
Another very valuable advantage offered by Amazon would be the huge number of potential customers. At the beginning of 2020, Amazon had an average of over 200 million unique customers each month, which is a huge difference from a newly created site, which would take several years to create such a large list number of customers (STATISTA, 2021).
Another favorable difference offered by selling products on Amazon is the fact that a manager will save a lot of time because they will only focus on things such as handling of shipping, customer care and returning items. Also, a website takes up a lot of work and money in order to perfectly function and be ready to sell products on.  Via Amazon, you won't need to worry about security problems or payment methods. In here, the money will always be delivered in safest way possible.
As for the Amazon site, guaranteed sales would be lower than your own website, a fairly consistent difference of 35,000 units per year, this would be caught up by the smaller amounts we would have to pay, just £ 50,000 compared to £ 200,000 just for creating the site. At the same time, Amazon can apply different taxes or price changes, thus turning your product into a more expensive one compared to the competition. These hidden costs are one of the biggest risks associated with the Amazon seller. Another big disadvantage is the unfair competition of Amazon merchants. There is a whole list of tactics used or aggressive pricing strategies that can turn your business into an inferior to the competition on Amazon.
In conclusion, I consider that the difference between the number of products sold via Amazon (65,000) and the ones guaranteed by your own website (100,000) is not very significant considering the necessary costs to start and maintain each of them. In taking decisions considering the choice of a better method for online selling, the type of business you own is also a crucial factor. I believe that not every type of service or product can be associated with Amazon. However, in the case of Amana Ltd., it would be a successful one. Even though this would eliminate some services from the schedule, allowing the manager to concentrate on other aspects of the business, Amazon cannot guarantee a perfect service to all their customers. This is why they need to double check the prices, their inventory and the customer support. Also, before choosing Amazon you will need a more detailed analysis of the business and a calculation of the possible profit. In my opinion, the biggest advantage offered by Amazon, especially for a small business like Amana Ltd. is that it offers a level playing field for all sellers as opposed to a seller who owns a new site that could never compete with a reputable company.
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