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AMANA PERFORMANCE
(i) 

	
	Original budget (per unit) (£) 

	Original Budget
	Flexed Budgets
	Actual (£)
	Variances 
	


	Units
	100,000
	100,000
	80,000
	80,000
	0
	

	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
	

	Fulltime 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



The following report analyses Amana's performance during the year 2020 and accordingly makes recommendations to improve certain areas.

(ii)  Considering Amana is a medium-sized company, it is vital as a management controller to assert on the previously produced report, considering the sales budgets and not a simple forecast. This way, it is likely to have a more detailed picture with exciting results.
The company's revenues are determined by the sales units multiplied by the unit's price.
Revenue = price x quantity. (BBC, 2022)
Amana recorded a decrease in revenue in the year 2020, noting a considerable unfavourable variance of 400,000. The cause of the reduction is due to the decrease in the value of the selling price, which is a -5.
This choice could be a strategy by the company to incentivize sales and encourage customers to purchase products at a lower price during a period of pandemic crisis.
The contribution rate is also found to be lower than the budgeted one since, in addition to the decrease in revenue, there is also a rise in variable costs, a necessary cause to be investigated. The variable cost variance is initially a positive number, but since the expenses are subtracted from the revenue, if the number is higher the condition is unfavourable.
Both materials and labour have increased. Consequently, it is helpful to understand if the change is due to a quantitative or a price reason.                                                                                 The price variance is given by the actual price minus the standard price multiplied by the actual quantity.                                                                                                                                       Quantity variance is determined by the actual quantity minus the standard quantity multiplied by the standard price.
Respectively:
Price variance = AQ (AP - SP)
Quantity variance = SP (AQ - SQ)
By substituting the formulas, the values of the variances for the materials and the labour can be created, approaching the cause of the increase.
MATERIAL VARIANCES:
PV= 80,000 (2.5 – 3.5) = -80,000
QV=2.5 (80,000 -80,000) = 0
The increase could be due to the change in several regulations, which took place after the pandemic and Brexit.
In addition to the effects of the pandemic, businesses in the UK have also suffered a growth in some tariffs, such as customs duties. Research showed an escalation of 42% of customs duties, jumping to £2.2billion after Brexit (Dale M, 2021). A consequence reflects the cost of the imported product and the timing of import, slowed down by the increase in bureaucracy as well (Dale M, 2021). 
Over and above the problem of Brexit and the pandemic, China is also presented as a World Power. It has overtaken Germany in terms of amounts in the UK, constituting the British Power's central trader. (BBC, 2021)
This constitutes a double-edged sword for England: the UK's exit from the EU could complicate the already disrupted trade (BBC, 2021), encouraging China to invest in other countries. However, from the opposite perspective, Brexit could be an important opportunity for China and the UK to negotiate their bilateral agreements.
Therefore, the increase in the price variance of materials is undoubtedly due to the rise in the raw material itself, but also to the import processes, which are necessary to foresee them for adequate scheduling of orders.

In the budgets depicted above, there is also a significant increase to £ 440,000 of labour in the actuals, with 120,000 of unfavourable variance and with no alteration in the units sold. This increase is therefore related to a rise in labour costs of 5.5 per unit instead of 4 in the original budget.
400,000 Actual labour / 80,000 Actual units sold = 5.5 actual labour cost per unit
Specifically:
LABOUR VARIANCES:
PV= 80,000 (4– 5.5) = - 120,000
QV= 4 (80,000 -80,000) = 0
Brexit is the leading cause of the rise in labour in England and has particularly affected the fields of transport, IT, healthcare, and construction. (Brexit4business, 2022)
An increase in labour expenses is noticeable for UK enterprises over the minimum wage, especially if EU immigration continues to decline. Some businesses may support EU workers because they are typically less expensive to employ, which helps keep personnel costs down. (Brexit4business, 2022)
If it became easier for EU high skills employees to work in the UK, low skills workforce must face more challenges to work legally in the UK. Souvenirs companies like Amana, which don’t need highly skilled personnel, might expect to pay a higher salary as a result, as the firm is forced to hire UK citizens for these positions due to a lack of unqualified foreign candidates. (Brexit4business, 2022). Moreover, if the staff lacks experience, it might be needed to employ a larger number of people to face the busiest schedule times in the stores.
The conclusion results in an immature strategy, which lacks an appropriate analysis and results in a loss of 555,000 in the company's profit.















(iii) During this challenging period of change, the markets still require high quality, short delivery times, and advantageous product costs. These factors are what Amana must mainly focus on.

It is necessary to increase sales and cut variable expenses to improve the contribution variance, which is currently 600,000 unfavourable.


IMPROVING SALES

As already analysed above, the decrease in sales is due to the declined cost of the units sold. However, given that the costs of materials are destined to rise, it is also vital to increase the sale price to cover the production of the product itself.
A further solution would also be to grow the sales of the units.

To sell a greater quantity of products, it is necessary to focus on marketing to accentuate the quality of the available products and make them visible to the public.

Different methodologies can be used, including content marketing (Woschnick V, 2022), which can be helpful in enhancing the product's quality by giving the buyer a natural and proper education. 
Even inbound marketing (Woschnick V., 2022) is used similarly, focusing more on the interaction with the customers, and not on a simple disclosure of information.
Social media and search engine optimization marketing (Woschnick V., 2022) are beneficial for improving the product's visibility and are certainly advantageous methodologies for Amana since they are low-cost.
If these methods are integrated with interactive materials, they can also be more effective in attracting the attention of buyers.

CONSIDER A NEW SUPPLIER 

Having already discussed how the cost of materials has increased for raw materials and imports, it is necessary to reconsider a new supplier who can still maintain the quality of production and current products but at a lower price. 

Reconsidering Amana's case, the company relies heavily on China for its production. Contemplating the relationship between the UK and the World Power was not established explicitly after Brexit, a situation of uncertainty ensues for the company, which could result in further costs. China's strategy could be to raise prices even more, given that most countries depend on its production. To avoid 'strategic dependency' (Barns-Graham W., 2022), Amana could consider moving production within the UK, avoiding import costs. However, this would increase production costs, considering the final choice to opt for production in low-cost countries such as India and Vietnam (Papadopoulos A, 2019).




FOCUS ON IMPROVING THE MANAGEMENT

The increase in the prices of variable expenses is undoubtedly due to external factors listed above but also depends on the correct internal management of the company.
Effective management directs the company towards a futuristic approach and allows decisions to be made more quickly and effectively.

Forecasting expenses (Smallbusinessfy, N.D) is the most effective solution to respond to import delays. However, poor management can lead to surprises such as insufficient stock to meet client demands. 

Spending strategically (Smallbusinessfy, N.D) is an intelligent way to understand how expenditure can lead to a further increase in revenue. As we have already mentioned in the case of Amana, it is vital to focus on a more effective and tailored marketing strategy.

Decrease operational costs (Smallbusinessfy, N.D) using technologies such as applications, computers, electronic gadgets, and teleconferences, decreasing the traditional landline, costs related to renting workplaces and paper production.

Focusing on the adequate preparation of employees is an additional part of management, giving particular importance to employee training to increase sales.
As described by Aja (Frost A, 2021), strong salespeople begin first with attitude, bringing empathy, adaptability, positivity, enthusiasm, and attentiveness, followed by the knowledge of the products and the development of skills like listening and small talk.

ONLINE OPTION 

An additional solution to save on warehouse costs would be to consider long term-contracts with the owners of the warehouse to avoid rentals increase. Moreover, another key can be even the online option as a substitution for stores that didn’t generate enough revenue and didn’t sell enough units. The topic is deepened in the following paragraph.
 














ONLINE PLAN





Amana online                                                       Amazon online

	
	Units 
	Units cost
	Revenue 
	Units 
	Units cost
	Revenue

	
	100,000
	25.00
	2,500,000
	65,000
	35,61
	2,315,000

	
	
	
	
	
	
	

	Delivery network
	
	
	-150,000
	
	
	

	Website Upgrade
	
	
	-50,000
	
	
	

	IT salary
	
	
	-35,000
	
	
	

	Amazon fee
	
	
	
	
	
	-50,000

	
	
	
	
	
	
	

	Profit
	
	
	2,265,000
	
	
	2,265,000



In the table above, the factors necessary to start independent e-commerce or to begin sales through Amazon have been considered.
With Amana online, a revenue of 2,500,000 is guaranteed. However, the costs incurred lead to a significantly lower profit.
If one wants to consider the same profit for Amazon online, it would be needed to sell the units at 35.61 to generate a revenue of 2,315,000.
The cost is almost 10 pounds more per unit, and the difference is considerable compared to the cost of Amana's units. Consequently, it is essential to understand how to incentivize unit sales on Amazon to lower the price.
Before doing this, however, let's consider all the factors involved to have a more profound knowledge of the online store and Amazon.


AMANA 
· Build a 1: 1 relationship with your customers. 
Collecting information about costumers allows for the creation of repeated purchases and of followers of the brand. To increase sales, it is necessary to strengthen this point by keeping in touch with users, such as with text messages (SMS) and push notifications. (Culafic M., 2022)

· Show 100% of the brand to a personalized audience.
It would be helpful to organize properly the products on home pages and look for optimized product pages to provide as much information as possible in the most visually appealing way (Culafic M., 2022).
Having much traffic but not qualified clients will not necessarily bring more sales: by directly managing the e-shop, it is feasible to know how to select an audience and have quality interchange that will get more conversions.

· Fewer competitors
While the Amazon platform would lead to the comparison of Amana products with those of other brands, having a single site available would guarantee only the purchase of the brand products (Culafic M., 2022)

• Cons
The cons are the financial cost challenge behind setting up the Amana website. Other drawbacks are the necessary investment in marketing and customer service (Culafic M., 2022) and the lack of trafficking on the initial days, as the websites would still require to attract customers.




AMAZON
· Financial and back-end support
To design an eCommerce and test its effectiveness (given that it is a project not yet implemented) is likely to incur considerable prices, as has already been foreseen. Amazon allows to start earning with a small initial investment without running business risks: it enables the owner of a business to divert from your financial responsibility, like the project of a website, the monitoring of inventory, packaging, and delivery (Culafic M ., 2022)

· SEO is already included (Culafic M., 2022)
Should Amana opt for the online store, the company must fight to reach the top of the search engine rankings and create visibility. The sales units guaranteed by Amana online could be a peak that takes months of hard work.
In the case of Amazon, it would be much simpler: the product should only reach a good number of reviews and a good value for money to achieve visibility within the platform, while Amazon is already in the rankings on search engines. Also considered is that Amazon reached 66% of product searches during the pandemic (Culafic M., 2022).
· Customer trust. 
Consumers place a high level of confidence in Amazon. The number of positive reviews is already an excellent guarantee for the reliance of visitors. 89% of US customers prefer to buy on Amazon. (Culafic M., 2022)
· Worldwide reach
Amazon allows the sale and visibility of the product internationally. (Culafic M., 2022)
· Cons
The other side of the medal is that there is no control over the price and the return policy since Amazon manages them. A minimum complaint or a change of mind by the customer about keeping the product are sufficient reasons for Amazon to return the unit.
Furthermore, Amazon's conduct is rigorous since, in case of even false infringement, Amazon turns the listing to inactive.


FINAL DECISION

Considering several factors, Amana online is the final option of the online plan.

As a management controller, I recommend opting for the online alternative not only as a provisional solution to the pandemic but also to adopt it as a natural hybrid business model. However, since the opening of online e-commerce provides a long-term investment, the first option constitutes the main focus.

Starting from scratch is not easy since an online shop is practically another activity to manage, which works with different rules than the shop in the stores. However, if the business must be started for an extended period, it is advisable to opt for the more stable and independent option. Furthermore, for Amazon, low start-up costs constitute an advantageous point, but they will then add up with subscriptions and fees that the Marketplace requires, in order to continue the activity (Culafic M., 2022). Hence it can be economic, but just for a short period of time.

It is true to consider that marketplaces such as Amazon offer economical solutions that are ready to use; however, the forecast of unit sales on Amazon does not provide worthy conditions as the forecast obtained by Amanda.

Since Amazon is subject to stiff competition, selling the units at 35.61 instead of 25 would be a disadvantageous strategy as competitors can easily replace the product with a cheaper alternative.
Additionally, for a brand with several stores in the UK, it is wiser to commit resources to maintain the product brand reality, focusing on the way products should be commercialized and the customers to whom they are aimed.
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