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Amana ltd – Keep profit and go beyond

Introduction 

     Budget examination is essential to be able to enact financial monitoring. The Budget Performance Report compares the planned and actual performance. It allows accounting operations to be differentiated regularly over time with budget figures for the same period (Atrill and McLaney, 2018). Arguably It enables the examination of any problems as well as the estimation of future risks and opportunities.
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     As figured by the profit of the Amanda Ltd company for 2020 is generated at a rate of almost half according to the annual plan. As seen in the report above the explanation for this is based on the decrease in the selling price and a small volume of sales recorded for the revenue period. This must consider in future investigation on the positioning of the manager to generate more revenue. 
Amanda’s performance report

     When the epidemic of COVID-19 hit the world, it revealed the vulnerability of retail. Moreover, the sale of souvenirs abruptly stops. And because it is closely linked to the tourism industry significantly reduced during the pandemic. It is evident that COVID-19 has had a major impact on consumer spending (Zwanka and Buff, 2020). The business generates revenue by demand made from customers. In other words, in Amana’s profit revenue is less generated because of insufficient client demand, which in this period is highly decreased. This means that it is difficult to just adopt a direct approach to increasing sales to achieve efficiency. According to this point of view, it is appropriate to implement distinct mode to affect sales differently. It is needed more profound investigation. The factors must be thoroughly explored, as well to investigate potential possibility for different outcomes.
Selling price

     The amount of revenue generated in a particular period is calculated by multiplying the quantity of goods sold by the price paid by consumers (Atrill and McLaney, 2018). That means one of the important factors of selling is price. In this case Here we can see that the selling price is decreased to be able to sell more units of product. The decrease in sell due to pandemic creates a reduction of revenues, which shows as an unfavourable variance. While this is the case reduction of price by 20%, their profit will decrease by 55%. This is a big negative effect on their business and an important budgeting note for Amana Ltd. 
     Despite this, the low price in respect of costs, on the other hand, can be effective (Alegre and Sard, 2017). Small company owners emphasized on the value of the price, and it's frequently employed in conjunction with long-term price strategies and marketing tactics. That means this might be good, if more customers continue to buy and form competitive behaviour. This is a pricing strategy used by most companies to generate more revenue, but increasing profits is not always associated with this approach (Kersan‐Škabić, 2021). In the event of a crisis and limit sells, the decrease in souvenir trade is associated more with reduced sales opportunities than with competition, which would affect demand rather than pricing. Moreover, Amana Ltd is a company that operates successfully for over than 40 years that mean they have already built a strong market presence. Therefore, lowering prices to increase sales is not a reasonable approach for them. Before changing pricing, it's a good idea to assess the elasticity of demand for their items in various locations (Klassen, et all 2017). This will inform them on the optimal pricing for their product. Thus, focusing just on pricing to improve sales volumes is rarely a reasonable strategy. 
Operating costs

      Another important factor to consider here comparing flexible and actual budget is higher operating cost. It's important to understand how to manage them properly since it helps to strengthen profitability (Atrill and McLaney, 2018). Formerly evaluating a company's organisational efficiency, operating costs are significant. In other words, the expenses involved with a business to perform its operational activities. Specifically, Amana’s actual production for the period was 80 000 units (80% of capacity). At 80% capacity of 100 000 units, the actual operating budget for materials is £280 000 and for labour £440 000. Considering their flexible budget, the company reports an unfavourable material of £80 000 and labour of 120 000 as variance. The difference between them reveals the impact of the unfavourable variation on the final cost. Consequently, Amana use the materials and labour inefficiently. 
     However, from the manager point of view an unfavourable variance, on the other hand, does not always imply a loss (Lal Joshi and Abdulla, 1996). Instead, it simply signifies that the operating earnings for the period would be lower than anticipated. Pandemic-driven shortages Many businesses are being confronted by the pandemic-driven shortages with significant issues throughout the direct materials value chain, from development, planning, research, and sourcing through production, shipping, and servicing completed items (Singhal, 2021). And the issues here probably are less about prices and more about supply and long-term viability. Excessive usage of material cost might be due to a variety of factors. Some authors, notably Demirović Bajrami et al. (2021) explained as a cause lack of motivation. Another point of view is related to purchase of unsuitable or substandard materials (Singhal, 2021). On the contrary This might happen if purchased a higher quality or the vendors increased their costs (Atrill and McLaney, 2018). Hence, this is particularly noticeable in the pandemic-related provider constraints that many supply chains are experiencing.
      Equally important unfavourable labour-price variations may occur when rates or contract labour expenditures surpass the company's expectations (Mackenzie et al. 2021). To avoid or reduce the impact of negative labour-price variations, it is critical to understand the various reasons. This might be due to worker inefficiency faults and mistakes that resulted in extra time spent fixing products, morbidity, or the deployment of less efficient new workers (Demirović Bajrami et al. 2021). These can have a number of negative consequences for a company, including payment issues and decreased profitability. The company should develop the criteria for how much material and labour should be utilised for a certain activity in the workplace. During a crisis, when sales are sharply reduced, focusing on production costs would be important to increase or at least maintain good performance (Weustink et al. 2000). To illustrate in particular Amana's business situation, lowering operational expenses will directly affect their profitability.
     Views on fixed overhead variances demonstrate favourable variance. They examine if the amount spent by the company was more or lower than predicted (Atrill and McLaney, 2018). In the case above, we can notice a favourable variance in efficiency for warehouse rent. The fixed overhead production volume variance is favourable even the company sold less units than anticipated. Specifically, probably because of a few steps taken by Government to relieve the constraints imposed on small business by the pandemic (Gov. UK, 2021) that ameliorating either at least reduced cost expenditure. In addition, the government's objective to provide customers with a sustainable payment plan during the COVID-19 has resulted in a positive variance for expenditure for salary supervisor too. If appropriate, a payment decrease rather than a payment interruption may be preferable to reduce this hardship (Kegalj, 2020). It has been shown that as the coronavirus crisis generates unprecedented uncertainty businesses must figure out how to safeguard and grow profits rather than simply manage or minimise prices.
Recommendation

     As quite essential for travellers to remember their memorable experience, souvenirs are commercially significant to retail businesses found near visitor hotspots. Prior to this based upon the performance analyses of data and interpretations of the findings, the following conclusions and implications may be appropriate:
· Technological advancements. Technology is beneficial because it improves performance. Small business processes may be automated and streamlined with the use of internet platforms and software packages. These systems usually can handle a wide range of tasks. Efficiency leads to a reduction in operating expenses for instance, in sectors like direct labour. This would help the Amana Ltd to reduce his operating costs. Technology might also help to enhance supply chain procedures by lowering costs such as delivering materials.

· Adaptation. The use of alternative is another advantage which would help them to be a step forward. Use of a different material to replace the regular one can have an impact also on operating cost for Amana Ltd. In addition, it is good to be flexible. Depending on the new requirements they may need to adjust the quantity. The ability to vary with changing circumstances must not be forgotten. In addition to controlling costs, it would lead to more sales thanks to the improvements that Amana's products could undergone.


· Reduction. Another option for improving efficiency is to outsource certain business practices to a third-party supplier. For example, some of the Amana’s material may be directly manufactured by another provider to contract some of their expenses. In other case if the current Chinese provider maintains high prices, a bidding system can be set up for projects and work. If they ask for instance, different suppliers to provide costs with them, then they stand up to each other to reduce prices and therefore to reduce operational costs.

· Improvements. Demand variation is usually recognised as one of the main challenges impacting successful retail chain management at all levels. A company must deploy a challenging, strategic decision of different channels, to utilize and offer its value proposition right from the start of its business strategy to deal with obstacles.  As such, it needs to be constantly expanded and modernized. Move the mix of new sales channels, as e-commerce and social media including virtualized sales. To expand to different level linked with other business, as tourism magazines, gift books, virtual tours with the option to choose a souvenir, degustation event, quizzes etc. This would certainly increase the sales of Amana Ltd. in this difficult business at nowadays.

· Innovations. Faster move to stimulate marketing flexibility and customer communication. The company can take advantage of the current market situation of the group of goods strongly offered at that time. For example, they can provide hand sanitizers in the form of souvenirs or offer souvenir compact bags for face masks. This would not only maintain the constant demand on the market for Amana Ltd but would also have a great cognitive influence to a group of buyers who are not so interested in souvenirs.

 World wide web as a way to grow the business

      COVID-19 has been particularly difficult for businesses worldwide and brings attention to the special position that e-commerce may play in this crisis and beyond. Many organisations as Amana ltd and many sectors are experiencing major problems as a result of people being forced to stay at home and adopt social distance. Due to the UK's commercial lockdown, it's more necessary than ever to explore how businesses may be adapted, not just to survive, but also to be able to take advantage of all the opportunities available, despite limits on selling practices (Sharma et al. 2019). Complementary to this with customers more interested in shopping online than ever before and a desire to help small companies that have been particularly hard hit by the crisis, the potential for a successful strategy still exists (Tolstoy et al. 2021). It must not forget that the world changes with the change of our demands and supplies.
      It's reasonable to believe that few people will prioritise shopping souvenirs during a worldwide epidemic, given the extended restrictions on travel, financial uncertainties, and limited options to explore the world (Arumsari and Yosintha, 2021). The contrary, however, is true. A fast Google search will turn up a slew of headlines detailing how much souvenir sales have soared in the past, and the current situation is no exception (Danziger, 2020). Equally important in recent discussions of starting e-commerce business, as controversial issue is whether a business-like Amana Ltd to start selling online their souvenir items managing own website would be more relevant rather than join to Amazon platform.
     On the one hand, some argue that own web site takes more attention and more resources to be able to run it smoothly (Nadon, 2017). From this perspective, opt-in to Amazon is likely to be attractive to those who do not have many experiences on this type of business and above all it is intended to be less risky (Sara and Nawel, 2021). Based on the idea to increase sell even as quickly as feasible, potential trader probably will need enough viewers which otherwise is referred to the volume of buyers in the world of e-commerce. Simply defined, nowhere else on the Internet will be possible to reach this level of access of online buyers in one spot as on Amazon marketplace (Nadon, 2017). Not only is Amazon the centre for regular selling and high-volume consumer traffic, but Amazon customers often come with an intention to buy.
      On the other hand, however, others argue that when a company run their business using their own website, they will have more control over consumer targeting and marketing (Mangold and Faulds, 2009). This is especially relevant for those with regards to company long term position on the business as Amana Ltd demonstrating higher selling presence over the years. Another advantage of operating a self-hosted website is the absence of direct competitors (Bowman and Manne, 2021). Because Amazon is one of the largest competitors in its area, Amana company may have to compete with vast numbers of other vendors. Originally, Amazon is more concerned with the items than with the sellers. Since a company brand exposure is stronger when customers buy through the website, it is more probable to gain more referrals. Furthermore, It is much more devastating to discover as a contractor's perspective to Amazon agreement to follow their regulations (Freedman, 2020). This implies that Amana Ltd would have relatively limited options for promoting the company as Amana Ltd. It is not the same as making a purchase to choose from a huge number of retailers misleading thousands of sales tricks in order to make more sales or shopping consciously attracted by its aspect, quality and loyalty.
      In the words of Business, one of this view’s main proponents is that developing a company own business model by own landing page tailored to their business turns innovation into an economic value for success (Murray, 2019). Whereas they will have the real opportunity to interact with consumers, focus with social media, and smooth their marketing skills to transform one-time purchasers into repeat customers. Moreover, the next time, then customer need to buy anything, it will be a conscious decision to return to their brand rather than "back to Amazon." (Berg and Knights, 2021). In sum, then, the issue is whether choosing to trade with company website is enough profitable than leading on Amazon. Considering all relevant cost and using differential analyse It would be simpler to make a relevant decision (Atrill and McLaney, 2018).
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    Own Website or Amazon marketplace proves to be a straightforward issue to overcome. Specifically, assuming that as a souvenir business, Amana Ltd needs to trade enough items to be able to manage their costs and maintain a good profit to adapt own site seem to be rational. In this decision relevant costs represent online expenditures for e-commerce incurred to be able to sell online. Based on this analysis, Amana business should land their own web page further to increase their income. The company should not use Amazon services because that would not provide them with an adequate level of revenue. Considering profit, it can be concluded that the join selling on Amazon is irrelevant.
Conclusion

      Management requires a lot of decision-making. We now have a variety of tools to assist business in calculating and measuring risk. One of the main advantages of the proposed method is the ability to adapt, change the variables used after reporting and comparing the obtained and predicted results. In this way, each new business decision can optimize the parameters used by thereof (for his specific activity and product). Easy and accessible analytical method for market research with a very wide application. 
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]
Cost per unit Original budget Variance
Items (£) (£) Fixed (£) | Actual (£) | (£) F/UF
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
Full time warehouse supervisor
salary 50,000 50,000 50,000 35,000 15,000 | F
Profit 1,350,000 | 1,010,000 455,000 555,000 | UF
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   Cost per unit  (£)  Own website  (£)  Amazon (£)  

Units     100,000  65,000  

Selling price  25  25  25  

Revenue     2,500,000  1,625,000  

Variable cost:           

Materials  2.50  250,000  162,500  

Labour  4  400,000  260,000  

Overhead  1.50  150,000  97,500  

Fixed overheads:           

Warehouse rental  200,000  200,000  200,000  

Insurance  100,000  100,000  100,000  

Fultime warehouse supervisor  salary  50,000  50,000  50,000  

E - comerce fee           

Delivery network     150,000     

Upgrade website     50,000     

IT salary     35,000     

Amazon fee        50,000  

Profit     1,115,000  705,000  

 


