



	
	Actual (£)
	Flexed (£)
	Variance (£)

	Units
	80,000
	80,000
	

	Selling Price 
	20
	25
	

	Revenue
	1,600,000
	2,000,000
	-400,000

	Variable Cost:
	
	
	

	Materials
	280,000
	200,000
	80,000

	Labour
	440,000
	320,000
	120,000

	Overhead
	120,000
	120,000
	0

	Contribution
	760,000
	1,360,000
	-600,000

	Fixed Overheads:
	
	
	

	Warehouse Rental
	170,000
	200,000
	-30,000

	Insurance
	100,000
	100,000
	0

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

	Operating Income
	455,000
	1,010,000
	-555,000


				


Amana’s monthly control report 

(Jan, 2014)

Amana’s performance for this particular period was somewhat satisfactory despite the company not hitting its intended units of sale of 100,000. This is so as they only managed to sell 80,000 units at a price of 20£. This selling price was however lower than the purported selling price of 25£ by a margin of 5£. While using the actual selling price of 20£ together with the actual units sold, Amana earns a revenue of 1,600,000£ as compared to an initial 2,000,000£ that they would have earned had they sold the products at 25£ per unit. This brought about a negative flexed budget variance of -400,000£. This indicates that Amana ltd performed below per with regards to the number of units sold and the price the units were sold for. 
With regards to the variable cost, Amana ltd surpassed its initial budget of 200,000 £ with its actual cost being 280,000 £. This led to a flexed budget variance of -80,000 £. This was as a result of the material cost of every unit produced measuring at 3.5 £ per unit. This exceeded the initial cost of material per unit by 1 pound thus resulting in the aforementioned cost of material. The same was the case for labor cost as the cost of producing one unit of the product rose from 4 £ to 5.5 £ indicating a rise of 1.5 £. This cumulatively affected the cost of labor which rose to a whooping 440,000 £ from the initial 320,000 £ giving a flexed budget variance of 120,000 £. Factory overhead costs remained the same at 120,000 £ a piece giving indication that the price of producing one unit of the product was at 1.5 £ in both the actual and the flexed budget. There was therefore no variance between the two budgets postulating to the fact that company estimates had pinpoint accuracy as compared to market prices. 
The above calculations of the various variable costs having being deducted from their initial revenues in both the actual and the flexed budgets gave rise to contribution margins of 760,000 £ and 1,360,000 £ respectively. This gave rise to a flexed budget variance of -600,000 £. This clearly shows that Amana ltd performed way below its actual budget with a very huge margin that could have been invested in the business to create more products or even boost its marketing approaches. 
The fixed overheads created a far better picture as the actual costs were much lower than the flexed budget amounts. Warehouse rental cost was at 170,000 £ as compared to the initially estimated cost of 200,000 £. This gave rise to a flexed budget variance of -30,000 £. Despite the variance being negative which could mean bad performance just by overly looking at it, it is in fact a good indicator meaning that warehouse rental cost was lower by 30,000 £ meaning less cost to Amana ltd. This also applies to the fulltime warehouse supervisor salary which was estimated at 50,000 £ but the actual cost was at 35,000 £ saving the company a total of 15,000 £ which is also the flexed budget variance. However, insurance costs remained the same at 100,000 £ thus the variance was at zero.
From the above findings it is evident that Amana ltd enjoyed cost discounts when it came to fixed overheads as they paid 45,000 £ cheaper as compared to the estimated costs. This is clearly a good indicator going forward as they will not be obliged to increase the budget required for such expenditure unless the market is highly unfavorable. This cost relief was however overturned by the variable costs of material and labor as they were way higher than the initially budgeted for amounts. This indicates that the cost of raw materials has increased significantly and thus it is affecting overall production costs. This can be attributed to the rise in cost of petroleum products and other such factors such as the covid 19 pandemic and its lockdowns together with activities that are threatening world peace and economic stability. Labor costs also rose significantly thus making the overall cost of producing just one unit of Amana’s products to exceed the estimated budget.
The company’s operating income though remaining positive at 455,000 £ it is still lower than what was estimated at 1,010,000 £. This gives rise to a variance of -555,000 £ which is way below the mark. Amana ltd is operating way below its estimated targets owing to the rise in labor and material costs which have put a significant dent to its operational costs. This was further aggravated by the fact that they sold their products at a rate of 20 £, which is 5 £ lower than the initial price. They were thus unable to reach their targets. The company may be operating at a profit but they are below their intended performance milestone. Plenty needs to be done in order to ensure that such performance will not be repeated and that improvements will be made as time goes by.





Recommendations
· Amana ltd should work on improving the selling price of their products this is so as to offset the general cost of producing those products. Though the selling price is mostly due to the forces of supply and demand and the general price in the market it may thus be difficult to control. The company therefore has to increase its output and sales for them to break even and be able to perform at their original budget.
· The company should look for a way by which their products can be produced and outsourced locally. As was previously mentioned was the fact that Amana had their products produced by a Chinese manufacturer which can be attributed to the high costs of labor and material. Amana should look for ways to cut down costs by having them produced locally or if it is possible, they should cut off the middle man and produce the souvenirs themselves thus owning full property rights. 
·  Amana ltd should work towards boosting their overall sales by establishing their online footprint by launching an e-commerce website for their products. This will help increase their market coverage as they will not only sell during holiday’s but it will give them the option to be operational all year-round while satisfying the needs of a wide array of consumers both locally and internationally. This will enable them close redundant stores and reduce overhead costs necessary in keeping them operational.
· The company should ensure that their operations should be centered around reducing greenhouse gas emissions thus being in tandem with UK government initiative towards the same. This can be achieved by use of renewable energy in their production processes and also recycling as much as they can. This will help them reduce their overall cost of production and they will also receive incentive from the government who are willing to invest in companies going green. The initiative will not only help in increasing profitability but it will also make the world a better place.
· The company should work towards automating some processes within the company such as that of a fulltime warehouse supervisor. This can be done through use of AI and robotics which though will be initially expensive they will save on recurrent expenditure in terms of salary. This automation will ensure that the company remains competitive and technologically viable. The automation of such processes will make work easier for the management and security is bound to improve.
· The company should invest in outsourcing for the services of a business intelligence analyst who will help them interpret the data that they have collected over the years. This will help them identify peak seasons, best selling products and further insight as to the areas that they lack in and where they could possibly improve in the future. This will enable the company stay competitive in this highly digital and technological world. Such insights are very useful for a company to be able to place itself in a competitive advantage and stay relevant despite entry of robust new entrants and quickly developing incumbents.






Online retailing or e-commerce is quickly growing industry as it has the potential of growing by leaps and bounds owing to the fact that a majority of the world’s population have access to the internet. This is compounded by the fact that people also have access to smart devices such as smartphones, laptops and desktop computers which have access to this internet. Online marketing has seen the rise of giants such Amazon, eBay and ShopRite just to mention but a few which have taken over the industry by creating platforms whereby people do no have to go through the hassle of opening their own websites and online shops but can use the aforementioned platforms to open up their online businesses. This has revolutionized the market and making the world a global village united through social media and virtual trade. Having eliminated the need for a physical brick and motor store all that requires is to know how to market their product and establish yourself as a trusted brand and connoisseur in the e-commerce sector. The following are thus the advantages and disadvantages that Amana ltd should consider as they venture to create their online presence and sell their products online.
Advantages
One advantage of online stores is the fact that they are accessible from anywhere provided that one has access to the internet and a device that can actually access the internet. This thus means that one can run their online business and coordinate schedules from wherever in the world that they might be in (Lowe, 2019). This makes e-commerce very much flexible as compared to brick-and-mortar stores that requires the physical presence of the proprietor for things to run as smoothly as they should. Thus, Amana ltd should consider this option as it will render the business operations to be flexible and easily accessible enabling staff to engage in other concerning issues.
Online stores have the distinct and monetary advantage of reducing overhead costs that may be incurred as a result of having physical stores (Advantages and disadvantages of online retailing | nibusinessinfo.co.uk, n.d.). This is because physical store incurs additional costs such as storage costs for their products as they await purchase. These overheads are reduced by virtue of the fact that a seller does not have to physically have the product and only has to be in contact with suppliers who will deliver the product on demand. These additional costs that would have been incurred can now be invested in marketing and creating a better customer experience on your e-commerce platform as would be the case for Amana ltd if they opt for this route.   
A wider market is what every entrepreneur or business person desires with increased demand for product and an equivalent supply to cater for the same. This is very much possible under online selling as it a means by which businesses can gain access to not only local customers but also global consumers. This is the case as the internet and its elements is a global phenomenon that makes it easier for us to keep tabs with what is going on beyond our locality. Thus, in business one is capable of selling their wares as far wide as they desire provided there is demand for it. So not only will Amana ltd be able to sell their souvenirs in the UK but also in their targeted regions of Europe and the US.
It is a common concern among business people as to how they will be able to keep track of their business performance in terms of sales, turnover and peak seasons amongst others. In e-commerce this business indicators are very much measurable and can even be used to create and generate useful insights that can be harnessed by the business for it to improve on its operations (Williamson, 2021). E-commerce platforms have the necessary tools to allow for such operations and if one desires to do a thorough job on analysis, they can hire a business analyst who will help them interpret the data collected (Lowe, 2019).  Google analytics is also a very valuable tool that comes in handy with regards to the same (Lowe, 2019).
Another advantage is the fact that online retailing can be done on a 24/7 basis as processes are automated and does not require the physical presence of the owner for the business transaction to be completed (Lowe, 2019). This is compounded by the fact that online retailing has no geographical limit for both the buyer and the seller who can conduct business from wherever in the world. 
The fact that online stores are faster to launch and at a lower cost make them highly advantageous over brick-and-mortar stores as the proprietor does not require a huge amount of capital for them to begin their operations (Starting an online store: advantages and disadvantages | PaySpace Magazine, 2020). This proves worth the effort for those with little to no capital as they can be able to launch their businesses regardless provided, they can market their products accordingly.

Disadvantages
With the growth in internet accessibility, it has also brought about issues of security with online websites and stores being prone to cyber attacks that render businesses defenseless and at risk of great loss (Advantages and disadvantages of online retailing | nibusinessinfo.co.uk, n.d.). This is usually made possible through malware and viruses that can be sent through mail to unsuspecting vendors on the internet. There is also the possibility of fraudulent activities being carried out by malicious tradesmen who offer goods that they do not have and since you as the buyer cannot confirm their credibility you may be susceptible to lose your money in such a manner. This brings forth the issue of customer trust which is essential in online retailing as customers need to trust your brand and services for them to actually purchase products from you (Advantages and disadvantages of online retailing | nibusinessinfo.co.uk, n.d.). This is made possible through reviews which can be given on the very websites these vendors are on thus the higher their rating the better their sales.
In as much as it costs lower to launch your retail store one is not completely out of the blue in terms of costs that can be incurred. Such unavoidable costs include website running costs and also infrastructure costs which are incurred when one is setting up their online enterprise.

This is what Amana ltd should put into consideration as they launch their online enterprise. In as much as setting up their own delivery network and upgrading their current website will save them the hassle of having to deal with a lot of competitors it is also quite expensive and it will set them back £ 200,000 with a recurrent cost of £ 35,000 per annum for a fulltime IT programmer. Though sales are guaranteed at 100,000 units, this option is still quite expensive and the estimated sales may fluctuate unevenly depending on market forces making it difficult for them to recoup their initial investment. 
Setting up a store on Amazon is thus the better option though guaranteed sales are much lower at 65,000 units with plenty of competition from other vendors on the platform. This is due to the fact that the fulfillment fee is set at £ 50,000 which guarantees access to free shipment and storage as the seller awaits buyer to pick up product. This makes work easier for Amana ltd while at the same time reducing overhead costs incurred by the additional shops which are being closed to pave way for the online store. The saved-up money can be invested on marketing and improving on the customer experience on the store thus enabling the company to compete accordingly and increase on sales though they lack control over the pricing and policy.
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