	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5UF

	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
	600,000F

	Fixed overheads:
	
	
	
	
	

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

	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
	555,000UF
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Control Report for Amana Ltd


Part A
(i)




(ii)

Report on Amana Ltd performance for 2020

The business activity of Amana Ltd had played an important role in the souvenirs industry in England, as the organisation have many shops around the country and are aiming to provide the best products for the tourists visiting United Kingdom. The main activity of this business is to sell souvenirs which are manufactured by a Chinese company and designed by Amana Ltd. This business mostly is relying on tourists as their main customers; therefore, it’s directly connected to the tourism industry in this country. Over the 40 years activity in the souvenir industry, Amana Ltd registered high profits, therefore many shops were opened across England, however the year 2020 had many significant changes in the business activity. This trade year challenged the organisation due to Covid-19, therefore its activity had to be reduced and many changes had to be made within the business structure.
This report is aiming to analyse Amana’s performance during business year 2020 based on the control report and to provide recommendations to Amana’s CEO regarding the areas of improvement, so the business can increase their changes to survive on the market during the pandemic and make profit, even if the business environment is not favourable. The report will be focusing on the units sold, price changes, revenues results, variable costs, fixed overheads, and profit. 

Units
The units sold by Amana’s Ltd has been reduced in 2020 due to the pandemic, as shown in the control report. The products for a business represent the main purpose of an organisation to make profit by selling to a different market, where the business is focusing on. A product which is offered to sell can be an item or a service, also can be found in different forms, either physical, virtual, or cyber form, depending of customers needs (The Economic Times, 2021). The units produced by a business needs to have specific functions which can do what are supposed to do and at the highest standard, therefore customers need are meet. Also, the products need to be developed in a certain way to communicate with the customers to satisfy their needs and to attract potentials users which can use the products (The Economic Times, 2021). The products quality and quantity are developed over times depending of the clients desires, the market trends, and the business environment, also the products needs to easily adapt, so it can be relevant and maintain the revenue levels, therefore the business will be able to function (The Economic Times, 2021).  
As mentioned above and shown in the control report, Amana’s Ltd registered a reduction of the units sold during trade year 2020, therefore from the original units of 100.000 was reduced to 80.000, meaning that the activity of the business was reduced. As many other business during Covid-19 crisis, Amana’s Ltd reduced the number of units as there was a low number of customers, or even in few months the business was completely closed and no sold units were registered by the organization (Meyer et al, 2021). The strategy of reducing the production of units was a well decision taken by the management during the pandemic, however for future can be applied alternative strategies and the business environment needs to be analysed so the organisation can function at the highest levels. The Government regulations are constantly changing and the business needs to easily adapt and make profit, therefore it is suggested that Amana’s Ltd will be able to increase in future the units if the travel restrictions are lifted and tourists will be able to travel in England. Overall, the organisation needs to rapidly adapt to the business environment changes to register profit and survive on the souvenir market.
Selling Price
The control report for year 2020 of Amana Ltd had shown that the selling price had registered a reduction due to Covid-19 crisis, therefore the business has been affected. Pricing is one of the most important decision taken in a business as is directly impacting the company performance in the marketplace and overall, the level of profitability (Hanna et al, 1995). In an ideal situation the price set for a product or service will ensure the profit of a business at the highest level, however there may be situations where the price set may affect the business if wrong decision are taken by the management team. The price reflects the internal, external costs and the market environment, therefore the gap between those costs reflect a successful pricing strategy when the business registrate a high level of revenue (Hanna et al, 1995). Overall, the price of the units determines the product contribution to profitability. 
In the case of Amana’s Ltd, the price was reduced in trade year 2020 to increase its revenue and remain the leader on the souvenir market. By reducing the selling price of the units, also caused an unfavourable variation for the business. The pricing strategy used it can be considered a short-term solution for the busines, however for the future it may cause losses for the organisation as it not a sustainable plan. Amana’s Ltd needs to closely analyse the pricing strategy in future, especially when the crisis caused by the pandemic will come to an end, so the business can rethink the price to make profit. As an overall recommendation for Amana Ltd regarding selling price is to create a strategy where the pricing can be changed, depending of the market, without causing further costs and making sure that will not affect the profit.
Revenue 
The revenue for Amana Ltd was reduced in 2020 due to the pandemic crisis, therefore the business had less profit. The revenue represents another important factor in a business as this determines the profitability in a business. Depending of the revenue the organisation can establish whether the company is making money or its losing. Also, the revenue is resulted from the selling of certain number of units at the selling price established by the management (Hayes et al, 2021). Revenue is the main way of bringing money into the business. 
The control report had shown that Amana’s Ltd registrate a reduced revenue causing an unfavourable variance for the business. Due to the crisis, the business revenue was affected, therefore Aman Ltd needs to find different strategies to increase its sales. It would be recommended that the organisation to adopt new strategies of promoting the business so can attract more customers, also different offers can be applied, thus the clients will be able to affords the products.
Materials 
The materials cost for Amana Ltd has been increased in the trade year 2020, as shown in the control report, therefore causing an unfavourable variance as the sales was reduces but the materials costs have been increased.  Materials are representing the base costs of a product and usually the price is reflecting the materials costs also other costs (Kolotzek et al, 2017). The materials play the most important role in the manufacturing of a product, therefore the costs of those needs to be analysed by the management to be effective for the business and obtain profit. Cost controlling of the materials needs to be analysed when the product is planned and developed, thus the business will acknowledge from the beginning the price involved in the manufacturing of the product (Weustink, et al, 2000).
Amana’s Ltd materials costs has been increased during Covid-19 which may cause a reduced profit for the business; therefore, changes must be made to reduce the costs. As the organisation activity is to sell souvenirs the materials costs need to be closely analysed and kept under control, so the products quality will not be affected. As a recommendation for Amana Ltd to keep track of materials costs, perhaps can change the manufacturer from China to a closer location, therefore the costs will be reduced. 
Labour
Labour cost had registered an increase for Amana Ltd in 2020 which may cause loses for the business. The cost of labour is the wages paid to employees and can be found as direct and indirect cost for the business; therefore, this cost can be found in the price of the products (Brock, 2020). This is another cost that is influencing the business profitability and the organisations needs to adjust the cost depending of the activity level of the company. 
As it can be observed in control report of Amana Ltd, the labour cost has been increased during the pandemic, causing an unfavourable variance for the business. Amana Ltd it will have to re-think the strategy of managing the labour costs which will need to be reduced, however on the other hand still need to keep the quality of customer service at the highest levels. It would be advisable that Amana Ltd can offer part time jobs and flexible jobs, where the business will be able to still have staff during the busy times and reduced staff when the activity levels are reduced. 
Warehouse rental
Warehouse rental cost have been decreased in year 2020 for Amana Ltd which brings a favourable variance resulting that the well decision has been taken regarding this cost. The rent expenses are the costs occurred by a business when is using a property or a location to carry its activity. These costs are usually fixed and can be adjusted when the contract is ending, therefore the business needs to take the decision whether will extend the contract for that location or will change (Kenton, 2020).
Amana Ltd had reduced the warehouse rental costs, however, needs to be analysed if this cost is sustainable for future. In this case it would be recommended that the business will need to renegotiate the rental contract to obtain perhaps a fixed long-term rent cost.
Full time supervisor salary
Amana’s Ltd had reduced the cost of the supervisor wages during Covid-19, which is a favourable variance, however in future it may not be a sustainable strategy. This cost is fixed, no matter the activity of the business, however in the case of Amana Ltd was reduced as the Government Furlough Scheme has helped the business to keep a full-time employee at reduced costs. It would be recommended for future, Amana Ltd will need to revise the wages of the full-time supervisor. 

(iii) Provide recommendations to Amana’s CEO on areas of improvement
 It would be recommended that Amana Ltd to develop a better pricing strategy to avoid future problems regarding profit levels, also the materials costs can be reduced by changing the location of the manufacturing. Labour costs can be reduced at well by offering part-time and flexible jobs so staff can be available when the activity of the business is increasing. Regarding warehouse costs, the business can find better long-term contracts which will not be increased. Overall, Amana’s Ltd must analyse the souvenirs market environment and adapt depending of the changes to obtain the highest profit at the lowest costs without affecting the quality of the products and the customer service provided. 
Part B 
Amana Ltd had taken the decision to sell its products online, so the customers can easily buy the products, taking into the consideration the current situation of the pandemic. By analysing the costs of selling online for Amana Ltd, it would be recommendable that the business should develop an online shop so the organisation can sell directly to their clients.
 
Why online shop is a better option for Amana Ltd? 
Amana Ltd should choose the online shop as the running costs for long term will be reduced and the customers will be more satisfied. The online shop will be a better option for this business as they can keep a close contact with their customers, therefore the profit will be consistent over the years. Another strong point of having an online shop is that the price can be decided by Amana Ltd and will have a better control of the cost from this point of view. An advantage of online shop is that there are no further fees involved in selling the products as there are no intermediary persons, therefore the business will be able to avoid these costs. Overall, the business should take into the consideration all the advantages provided by the online shop and develop a business strategy.

Disadvantages of setting the online shop
There are disadvantages that can occur while setting up an online shop is that there is reduced traffic of customers on the website, therefore marketing costs will need to be involved to promote the shop. Also, another weak point of using its own shop online is that there is not a guaranteed unit sold, therefore the business is not based on certain sales which will cause future issues. Overall, the online shop will not be able to provide a sustainable plan in future for Amana Ltd. 

In conclusion, Amana Ltd should chose to develop an online shop, despite the disadvantages presented above, however there are advantages that will help the business to grow even the organisation will have an online shop. 
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