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Amana Ltd. has a tourist business which is located in England. The company has forty years' experience in the tourism industry. According to the experience of this industry, Company performance was good enough, but due to the Covid outbreak, the Amana Ltd. faced a huge fall in profitability. Amana Ltd. also used its previous summer profit from December 2020 to February 2021. 
	
	Actual cash budget for the year 2020
	
	
	

	
	
	
	Amount (£)
	Amount (£)

	
	A. Receipts 	
	
	
	

	
	Actual Sales = (80000 units X 20)
	
	
	1600000

	
	Sales
	
	
	

	
	Total receipts
	
	
	

	
	B. actual payments
	
	
	

	
	Variable expenses
	
	
	

	
	Materials cost
	
	280000
	

	
	Labor cost
	
	440,000
	

	
	Overhead cost
	
	120,000
	

	
	Contribution
	
	760,000
	

	
	Total variable expenses (B)
	
	
	1,600,000

	
	Fixed overheads cost
	
	
	

	
	Warehouse rental cost
	
	170,000
	

	
	Insurance cost
	
	100,000
	

	
	Fulltime warehouse supervisor salary
	
	35,000
	

	
	Total Fixed overheads cost ©
	
	
	305,000

	
	Balance cash amount {A-(B+C)}
	
	
	-305,000


Table 1: cash budget for the year 2020 of the Amana Ltd. Company
(Source: Created by Carmen Elena Albert)
(i) According to the monthly control report the Amana ltd. faced loss of around £ 305000. The loss created a financial crisis in the company so the company tried to cover up the loss with its online business. The Amana Company actually sells 80000 units at £20 each and the total sale amount of the company is £ 1600000. The company divides its cost between fixed and variable expenses. The material cost is reported to be £ 280000 by the company.  The overhead cost of the company has reported £ 120000 and labor cost was £ 440000. The contribution from Amana Ltd. was £ 760000 that could be considered as an investment in the business. The investment amount is considered as variable cost because the investment of a company is continuously changing according to the market and company financial condition (Kiaupaite-Grušniene and Alver, 2019). Huge market demand encourages management to invest their money in the company for better profitability. Opined by (Rikhardsson and Yigitbasioglu, 2018) Company’s financial condition also needs to be analyzed for investment because the poor financial condition of the company required further investment for continued business activity. 
According to the study, the Amana tourist company made a fresh investment of about £ 760000 for continued business and expected profit for the company. But the company faced a loss of around £ 305000. Opined by Pelz (2019), the monthly control report is a replica of the cash flow statement that represents the company’s financial condition. The cash flow statement helps management to understand how much cash balance the company has after deducting all expenses. Here the monthly control report works as the Amana Ltd.’s cash flow statement that presents the Company's financial condition needs to be considered by the management (Gordon et al. 2017). The monthly reports of the company did not meet the original budget, so due low sales amount and increasing cost effects badly on the profitability.  
Fixed overhead cost reported less than the original budget but the company's increasing cost totally erased the profit portion. Opined by Abdusalomova (2019), the fixed overhead cost basically does not change on a monthly basis. Due to new investment in the warehouse or increasing staff of the company may affect the total fixed overhead cost.  The Amana tourist company has reported £ 170000 as warehouse rent, insurance cost was £ 100000 and full time warehouse supervisor salary was £ 35000.  So total fixed overhead cost come out around £ 305000. 
	
	Original budget (£)
	Actual (£)
	change 
	Change (percentage)

	sales amounts 
	2500000
	1600000
	900000
	-56.25
	

	Variable expenses
	
	
	
	
	

	Materials cost
	250000
	280000
	-30000
	10.71429
	

	Labor cost
	400000
	440,000
	-40000
	9.090909
	

	Overhead cost
	150000
	120,000
	30000
	-25
	

	Contribution
	1700000
	760,000
	940000
	-123.684
	

	Total variable expenses 
	2500000
	1600000
	900000
	-56.25
	

	Fixed overheads
	
	
	
	
	

	Warehouse rental
	200,000
	170,000
	30000
	-17.6471
	

	Insurance
	100,000
	100,000
	0
	0
	

	Fulltime warehouse supervisor salary
	50,000
	35,000
	15000
	-42.8571
	

	Total Fixed overheads
	350,000
	305,000
	45000
	-14.7541
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	Expected units of sale 
	Selling price 
	
	Total sale amount 

	Sales amount in the original budget
	100,000
	25
	
	2500000
	

	Materials cost
	100,000
	2.5
	
	250000
	

	Labor cost
	100,000
	4
	
	400000
	

	Overhead cost
	100,000
	1.5
	
	150000
	

	Contribution cost
	100,000
	17
	
	1700000
	

	Total variable expenses
	
	
	
	2500000
	


Table 2: Percentage change in the variable and fixed cost of the Amana Ltd. Company
(Source: Created by Carmen Elena Albert)
(ii) The Amana Ltd. Company's performance did not meet the expectation of management. The Amana Ltd. Company's expected sales amount and original sales amount has a huge gap that Represents Company was suffering because of lack of sales.  The management of The Amana Ltd. Company expected one lakh units would be sold at the rate of £ 25 but originally sales happened at eighty thousand units sold at £ 20 that created a difference of £ 900000 amount in total sales. Due to a shortage of sales, company revenue decreased by - 56.25%, which was unable to cover the variable and fixed cost of the Amana tourist company.  So the company faced financial disaster in the year 2020.  The company was expected a selling price of per unit £ 25 but the Amana Ltd. company sold the product at £ 20 which means the company reduces 20% selling price of each unit. Reducing product selling price affects most of the revenue. 
The material cost was expected to be £ 250000 but actually happened £ 280000. That means £ 30000 increased in material cost but the company faced a shortage in sales already discussed above. The material cost increased 10.7149% according to the company report. The expected labor cost was £ 400000, but the reported labor cost is £ 440000 that reflects the Amana Ltd. Company faced £ 40000 over expenses on labor cost.  The labor cost increased compared to the budget is 9.0909% that also affects company profit. Endenich and Trapp, (2020) contribution and overhead cost decreed in the actual cash flow statement prevents the company from more loss. 25% and 123.684% decrease in overhead cost and contribution decreased because due to shortage in sale volume the Amana Ltd. Company used less overhead and also decreased their contribution in projects. On another hand, the labor cost increase after a shortage in sales volume needs to be considered as a critical problem of the company. Total variable expenses have decreased by 56.25% that was good for the Amana Ltd. Company.
The Fixed overhead expenses like warehouse rent were decreased by 17.6471% that saving the Amana Company from over expenses but rent is considered as fixed expenses of the company that can be changed according to the expected sale amount. The company has to pay fixed expenses in every circumstance. Maheshwari et al. 920210 the Amana Ltd. needs to utilize its whole warehouse place or leave an extra unused place of the warehouse. That would save the company from unnecessary expenses and increase profit. Insurance is the fixed expense for every year as far as insurance companies not charging insurance premiums. Massicotte and Henri, (2021) insurance is the basic expense of each company, which is mandatory for business activity. The Amana Ltd. Company works with a full-time supervisor, where the company reduces expenses by £ 15000. The Amana Company could employ supervisors on contractual basis that could save more expenses of the company. According to the requirement of a supervisor for company business activity, where the company would hire people. Proper use of manpower in the company could save extra expenses and generate profit for Amana ltd. Company.
(iii) Recommendation 
· The Amana Ltd. Company needs to focus on its sales because fall in sales volume reflects a negative impact on profit. The company needs to create a strategy for improving the sales of the company. “Referral code” strategy could help companies capture new customers and retain existing customers. 
· The CEO of Amana Ltd. needs to focus on warehouse captivity because increasing material and labor cost in low sale volume affects the Company’s profitability.  The management could install new technologies like AI and Cloud base systems.  The AI and cloud base system will provide information in advance about material and market demand. Advance prediction of market demand and raw materials shall prevent companies from unnecessary losses. 
· The CEO needs to be concerned about warehouse rent because fixed expenses need to be paid at any cost. So proper use of the warehouse or leaving the unused palace of the warehouse would save expenses of the Amana ltd. Company. Save expenses for the company finally reflected as profit in the balance sheet.  
· The Amana Company reduces its unit selling price. That was a good decision but lack of sales volume created a loss. Minimum pricing of product strategy would work when the company’s sales volume will increase so much.
·  The CEO needs to decide the contribution of the company that would be sufficient. In the above discussion, the company expects contribution was huge compared to business activity, so the proper calculation of contribution would help the company from extra burden. The management could use an extra amount of contribution in another business activity.
· The Amana Company faced loss due to Covid breakout, where the company started an online business. Online businesses would explore the business worldwide that will gather new clients for the company (NGUYEN, 2020). Online business will provide better promotion in minimum expenses that would better for the company’s financials.

[bookmark: _Toc90561173]Part B
The Amana Ltd. was getting a huge loss due to the Covid outbreak, and the company tried to shift its business to an online platform. Huge competition in the market already pushed back the Amana Ltd. Company due to the Covid loss. Competitors already sell their products online that generate profit for them. So the Amana ltd Company established its own online platform to sell products. The Company closed its branches in a different place and operated an online business total. 

[bookmark: _Toc90561174]Benefit from online business
1. Faster buying process
The online platform connects huge people at one time that would be beneficial for the company. The customers need minimum time to buy any product from an online platform. Online business will explore Amana Ltd. to the world falih Chichan and Alabdullah, 2021).  Buyers could browse online platforms anytime and anywhere to order. The fast buying process will increase the sales volume of the Amana Ltd. Company. 
2. Store and product listing creation
The buyers could create own product list for orders that help customers to save time. The Amana Ltd. Company will analyze which products have huge demand in the market then the company can proceed with advance decisions (Modell, 2020).  Here the Amana ltd. companies add images and product descriptions that help customers to order products easily. The Amana Company could fix its product price after comparing with competitors. 
3. Cost reduction
Cost reduction is an important benefit of online business, because every company pays huge expenses on physical stores. Online business offers a minimum charge for online business operation.  Opined by Hutahayan, (2020) in physical stores, companies need to pay rent, electricity, and salary to staff. On another hand no physical store is required in an online business to save cost of the company. In the above discussion the Amana Company paid £ 170000 and £ 35000 for warehouse rent and salary that could be saved in online business.
4. Affordable advertising cost
Sellers do not pay any amount for brand promotion because online business platforms are virtual worlds. The online business platform helps sellers use advertising tools for brand promotion.  The Amazon platform allows sellers for advertising tools like product videos and infographics that promote brands worldwide.  
5. Flexibility for customers
Online business offers 24 X 7 services between customers and sellers that make flexibility in the buying and selling process. The Amana Ltd. Company would gather a huge customer base through online service (Gong et al. 2020). All-time service from the online business platform helps companies to capture new customers without any responsibility. 
6. No limitations
The physical store has limited facilities for customers and limited customers can attend in those stores. But online platforms offer a limitless presence in one time those grab huge customers in one time. The Amana Ltd (NGUYEN and KHOA, 2019). Company can take the same benefit for business growth.  Online sellers also save logistics and distribution costs cot that would generate profit for the company. 
7. Product and price comparison
The e-commerce business helps sellers to understand competitor’s product pricing and facilities. Then sellers can improve their products and highlight unique benefits from the product. The Amana Company also compares its products with competitors and then launches products with more benefits at reasonable prices that will attract buyers easily.
8. Faster response to buyer create market demands
Digital platforms connect buyers and sellers easily to create transparency in transactions. Fast online payment from buyers and fast delivery from sellers create good market value 9Ram and Sun, 2020). The demand of the market is increasing day by day, where Amana Ltd. lost its demand in the market. The online business will create new demand for its products.  Faster payment method helps Companies to get a payment that maintains financial liquidity.  
9. Various payment methods 
Several payment methods on digital platforms make it easier for both parties. Online or cash-on-delivery systems help buyers and sellers in transactions. The Amana ltd. companies could get payment from different countries through online payment to secure business transactions.
	Cost statement of the Amana ltd. (Online business) 
	Amount (£)
	
	
	Cost statement of the Amana ltd. (Online business in Amazon platform) 

	
	
	
	
	
	Amount (£)
	
	
	

	Cost of setting up delivery network
	150,000
	
	
	Amazon fulfillment fees
	50,000
	
	
	
	

	Cost of upgrading current website to handle large volume of sales
	50,000
	
	
	Total cost
	50,000
	
	
	
	

	Salary of a fulltime IT programmer (per annum)
	35,000
	
	
	
	
	
	
	
	

	Total cost 
	235,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Online business 
	Online business in Amazon platform
	Change in expenses ( percentage)
	
	
	
	
	

	Total cost
	235000
	50000
	78.72340426
	
	
	
	
	
	

	Guaranteed sales annually in units
	100,000
	65,000
	35
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Table 3: Analyzing better online business method
(Source: Created by Carmen Elena Albert)
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The company predicted expenses on its own online business platform where the total estimated cost required £235000 but the company would get a guaranteed sale around 100000 units. Here huge expenses could reduce the profitability of the company (Pham et al. 2020). Rather Amazon platform charges £50000 annually that would provide better profit compared to own online business. Amazon is a good platform for customers that would help to gather more customers in a short time frame (Long, 2020). An online business platform requires an IT team and network setup that is challenging for any company (Latan et al. 2018).  Here the Amazon Company will take that responsibility against minimum fulfillment fees. So working with the Amazon platform would be better for the Amana Company (Singh and Pathak, 2021). Working with Amazon would grant 65000 units that are 35% short in sales volume but save 78.723% expenses for the Amana Company. Extra expenses of the Amana Ltd. Company put into financial crisis in the last year. In the above discussion the Amana Company faced loss because of a huge amount of expenses. Here those expenses working with Amazon platform offers better profitability for the Amana Ltd. Company (Tarabasz, 2022). Huge popularity will helps the Amana Company to gather new customer from worldwide. 


	Cost statement of the Amana ltd. (Online business) 
	Amount (£)
	
	
	Cost statement of the Amana ltd. (Online business in Amazon platform) 
	

	
	
	
	
	
	Amount (£)
	
	
	

	Cost of setting up delivery network
	150,000
	
	
	Amazon fulfilment fees
	50,000
	
	
	
	

	Cost of upgrading current website to handle large volume of sales
	50,000
	
	
	Total cost
	50,000
	
	
	
	

	Salary of a fulltime IT programmer (per annum)
	35,000
	
	
	
	
	
	
	
	

	Total cost 
	235,000
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Online buiseness 
	Online business in Amazon platfrom
	Change in expenses ( percentage)
	
	
	
	
	

	Total cost
	235000
	50000
	78.72340426
	
	
	
	
	
	

	Guaranteed sales annually in units
	100,000
	65,000
	35
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Table 4: Cost statement of the Amana ltd. (Online business in Amazon platfrom)
(Source: Created by Carmen Elena Albert)
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