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Amana Ltd. is a tourist business owned by families and located in England. The business is mainly associated with selling souvenirs to tourists. The following report has prepared a controlled budget of Amana Ltd. for the year 2020. Moreover, the overall performance of Amana Ltd. during the year 2020 has been discussed in this report. Furthermore, two case scenarios for enhancing online sales of Amana Ltd. have been thoroughly discussed in this report.
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Amana Ltd. operates as an assorted store for selling keepsake products of tourist spots to tourists. The company have several stores in tourist hotspots across England. This company has traded only in the street stores in the past but now considering an online platform to sell its products. Here, the following report will include the monthly control report that will represent the original budget, flexed budget and the variances. Furthermore, a control budget table for Amana Ltd. will be prepared using the control report. Along with this, the overall performance of Amana Ltd. will be discussed during the year 2020. Some suggestions will be recommended to Amana's CEO for the area improvements of the control budget. Moreover, two case scenarios for enhancing the online sales of the company will be thoroughly discussed in this report. Last but not the least, a recommendation to the CEO of Amana Ltd. in supporting one of the decisions will be discussed in this report.
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	CONTROL BUDGET OF AMANA LTD. FOR 2020

	Item
	Cost per unit (£)
	Original  budget (£)
	Flexed Budget (£)
	Actual cost Budget (£)
	Variances
	Favourability Remark

	Units 
	 
	100,000
	80,000
	80,000
	 
	 

	Selling price
	25
	25,00,000
	20,00,000
	16,00,000
	400,000
	Favourable

	Revenues
	
	2,500,000
	2,000,000
	1,600,000
	400,000
	Favourable

	Variable Costs:
	
	
	
	
	
	

	Materials 
	2.50
	250,000
	200,000
	280,000
	-80,000
	Unfavourable

	Labour 
	4
	400,000
	320,000
	440,000
	-120,000
	Unfavourable

	Overheads
	1.50
	150,000
	120,000
	120,000
	0
	

	Contribution 
	17
	1,700,000
	1,360,000
	760,000
	600,000
	Favourable

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse rental
	200,000
	200,000
	200,000
	170,000
	30,000
	Favourable

	Insurance 
	100,000
	100,000
	100,000
	100,000
	0
	

	Fulltime warehouse supervisor salaries
	50,000
	50,000
	50,000
	35,000
	15,000
	Favourable

	Profits

	 
	1,350,000

	1,010,000

	455,000

	555,000

	Favourable
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The following control budget table has highlighted the performance of Amana Ltd. For the year 2020. As per the table, the original budget and flexed budget of Amana Ltd.'s units have been 10,000 and 8,000 respectively. However, the actual budget of Amana Ltd.'s units has been 8,000. The selling rate of each unit has been £25 (Benge, 2022). Original cost budget and flexed budget for selling rate have been £2,500,000 and £2,000,000 respectively. Moreover, the actual cost budget and variances for the selling rate have been £1,600,000 and £400,000 respectively. As per the above table, it can be seen that the selling rate in Amana Ltd.’s control budget has been favourable for the company. Moreover, the original cost budget and flexed budget for the revenues of the company have been £25,000 and £20,000 respectively. The variances and actual cost budget for Amana Ltd. have been £400,000 and £160,0000 respectively. The control budget for Amana Ltd.’s revenues has been in favourable terms of the company. As per the following control budget table of Amana Ltd., the variable costs such as materials and labour have been in unfavourable terms. The per unit cost of materials and labour have been £2.50 and £4 respectively (Vitez, 2022). The flexed budget for the materials and labour have been £200,000 and £320,000 respectively. However, the actual cost budget for the materials and labour have been £280,000 and £440,000 respectively. The per unit cost of contribution for the control budget has been £17. Moreover, the flexed budget for the contribution of the company has been £1,360,000. The actual cost budget for the contribution has been £760,000. Therefore, the control budget for Amana Ltd., contribution has been in favourable terms to the company. 
The per unit cost of warehouse rental has been £200,000 and the flexed budget has been £100,000. Furthermore, it can be seen from the above table that the actual cost budget for the warehouse rental has been £170,000 with a variance of £30,000. Therefore, Amana Ltd. has successfully rented warehouses below its estimated control budget and has saved around £30,000. As per the following control budget table of Amana Ltd., it can be seen that the actual cost budget of the insurance has been exact to its flexed budget. Therefore, the actual budget of the insurance has met the estimated budget. The flexed budget for the full-time warehouse supervisor salaries has been £50000. Moreover, the actual cost budget for the supervisor salaries of the full-time warehouse has been £3500. Therefore, the company has successfully accomplished recruiting full-time supervisors for their warehouses on a low budget. Moreover, Amana Ltd. has a fixed per unit cost of overheads at £1.50 and a flexed budget of £120,000. As per the control budget table, it can be seen that the actual cost budget of overheads has successfully matched the flexed cost budget of the company. According to the control budget table of Amana Ltd., it can be stated that the overall performance of the company has been positive. The company has successfully crossed its flexed cost budget of profits which is £1,010,000 with a variance of £555,000 (Miller, 2018).
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From the above control budget table of Amana Ltd., it can be seen that some items have been favourable to the company and some have been unfavourable to the company. However, the overall performance of the company has been very positive. Alongside this, the company is suggested to improve its weak areas to increase its profitability more (Sheahan, 2022). The following suggestions are recommended below to the company for the improvement of the weak areas:
· Materials: The material budgeting in the control budget helps in estimating the material costs over a specific period of time. This budgeting also helps determine the material recruitments. The per unit cost of material has been fixed at £2.50 in Amana Ltd.’s control budget. The original cost budget for the material has been fixed at £250,000. Moreover, the flexed budget for the materials has been fixed at £200,000. However, the actual cost budget of materials has exceeded the flexed budget as well as the original cost budget with a variance of £80,000. Therefore, the actual cost budget materials have failed the company’s control budget. Amana Ltd. is recommended to analyse variables like demand, availability, quality and price in order to control its cost budget. The material managers of Amana Ltd. might focus on creating inventory levels for each type of items such as work progression and raw materials (Chron Contributor, 2020). Moreover, materials management might focus on the quality of the material. Furthermore, materials management ensures that the materials meet customer demands at the lowest cost. The materials management of Amana Ltd. might focus on substituting lower-cost materials wherever possible. Moreover, the management team might focus on reducing material waste in order to control the cost budget of the materials. Another strategy that might help the company maintain the cost budget of the materials is negotiating the price of the materials with the supply chain. Sometimes different suppliers provide different features of the materials. The company might focus on research regarding the materials and its suppliers. 

· Labour: Labour budgeting in the control budget helps estimate the number of labours required in a company and their expected salaries. As per the control budget table of Amana Ltd., it can be seen that the actual cost budget of the labour has been very high. Amana Ltd. is suggested to reduce its labour costs in order to increase its profitability. Amana Ltd. might focus on enhancing safety in the workforce. A safe working environment reduces the chance of accidents which further helps reduce workers' compensation claims. Moreover, the company might focus on providing excellent training. Well-trained workers increase productivity as well as reduce re-work. This strategy further helps lower the labour requirement within an organisation. Replacing employees within a company is expensive. Therefore, Amana Ltd. is suggested to focus on keeping the employees happy. Overscheduling comes under labour costs and it is considered a source that can be avoidable. Amana Ltd. might focus on using predictive scheduling software in order to prevent overscheduling. Technology implementation is another strategy that helps lower the labour cost. There are some tasks that technology can do more efficiently and effectively compared to humans. Therefore, the company is suggested to implement automated technologies in order to control its labour costs (Richards, 2022).


· Overheads: The overhead costs refer to operating expenses associated with operating a business. This cost is not associated with producing a product or service. As per the control budget table of Amana Ltd., it can be seen that the actual cost budget of overheads has met the flexed cost budget criteria of the company. However, the company is recommended to reduce its overheads cost as it might help the company in achieving maximum profitability. An accountant handles finances and helps cut costs in the long run. Therefore, Amana Ltd. is suggested to invest in an accountant in order to reduce overhead costs in the long run. The company is also recommended to find a more cost-friendly office space. Moreover, the company is suggested to rent equipment instead of buying it. It further helps in reducing overhead costs (Milano, 2022).
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Most of the competitors of Amana Ltd. sell their products online to consumers in the UK, Europe and US. Therefore, Mr Amana is considering closing its street stores in Brighton, Manchester and Birmingham city. Furthermore, Mr Amana is also considering moving 50% of its sales online. However, the cost of setting up the delivery network is £150,000. Moreover, the cost of upgrading the current website is £50,000. Mr Amana is also considering a full-time IT programmer for this process and the required salary of an IT programmer is £35,000 per annum. The cost of the entire set-up process is £235,000. Therefore, the cost of the entire setup process is very expensive. However, as per the market research, Amana Ltd. would generate sales of 100,000 units annually. Since the entire set-up process cost is very high, Mr Amana is considering another alternative for enhancing online sales.
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Mr Amana is also considering a 2nd scenario that is selling the products of Amana Ltd. on Amazon directly. Amazon fulfilment fees for this process are £50,000 which is considered very low in comparison to the 1st scenario. However, Amana Ltd. would face a high level of competition with other potential competitors on this platform. In any case, as per the research market data, Amana Ltd. would acquire 65,000 units of guaranteed sales annually. Moreover, the platform also offers the potential to increase its sales depending on the consumers' demands. However, Amana Ltd. would have no control over fixing its product's price on this platform. Moreover, the company would depend on Amazon's return policy rather than their own. Hence, although the cost of setting up the entire process is only £50,000, the company would lose its right on product pricing and return on policy. Along with this, the company would also face high competition on this platform (Amazon, 2022).
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The setting up cost of the delivery network in the first case scenario was noted to be quite expensive. Moreover, constructing and maintaining a good delivery network is quite challenging. Amana Ltd. might lose its customer base if they fail to deliver the right product to its customers on time. The company might also face problems if it delivers the product in an unacceptable condition. Therefore, setting up and running a delivery network is very difficult and requires a lot of time in developing the network. In the 1st case scenario, it can be further be seen that Mr Amana is considering upgrading its current website to maintain a large volume of sales. However, upgrading and managing a large website is quite challenging. While running its own websites the company will need to maintain data security, customer loyalty, returns, refunds and fulfilment and so on. Furthermore, the company will also need to check economic uncertainty and unexpected price increases. Therefore, upgrading a website is quite challenging and expensive. Moreover, in the 1st case scenario, Mr Amana needs to recruit a full-time IT programmer. The high salary of the IT programmer would also increase the cost of entire setting up procedures of online selling. Therefore, the entire set-up procedure of online selling in the 1st scenario is quite expensive and challenging.
On the contrary, considering the Amazon platform for online selling would be quite budget-friendly in comparison to the 1st case scenario. Moreover, the selling of the products on the Amazon platform is not too complicated. Amana Ltd. does not require to maintain a website and worry about the delivery network. The company would also acquire a guaranteed sales of 65,000 units on the platform of Amazon. Moreover, this platform offers the facility of increasing the sales of Amana Ltd.’s products based on the demands of the customers.
Overall, Mr Amana is recommended to follow the 2nd case scenario for selling its products online. This decision is suggested because the implementation cost of these procedures is considerably low in comparison to the implementation cost in the 1st case scenario. Moreover, the company might benefit from becoming a seller on Amazon. The company might attain more sales with the help of the Amazon platform. International expansion is another advantage that the company might attain using the platform provided by Amazon. Amana Ltd. also might acquire two other benefits such are low marketing costs and no stocks with the help of the Amazon platform. Therefore, the CEO of Amana Ltd. highly recommended the 2nd scenario that will not only help increase its online sales but will also help in expanding its business globally (Amazon, 2022).
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This report has prepared a monthly control report that mainly highlights the original and flexed budget. Furthermore, a control budget report of Amana Ltd. has been prepared with the help of the control report here. Along with this, the report has discussed the overall performances of Amana Ltd. during the year 2020. Some recommendations to the CEO of Amana Ltd. have been discussed regarding the improvements of the weak areas of the control budget. Moreover, two case scenarios for Amana Ltd. have been discussed in order to increase sales of the products online. A recommendation has been discussed in supporting Mr Amana's decisions in enhancing online sales using the Amazon platform.
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