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[bookmark: _Toc110438386]Introduction
Financial stability is one of the important aspects of business operation that can be used to improve the operational performance of the firm. Organisational development highly depends on the financial stability of the firm effectively. From the perspective of the managerial operation, a control report can be used to control the operational performance of the firm effectively and enhanced the financial operations of the firm. The purpose of this assignment is to develop an understanding of the operational budget and control report in the business operation eventually. A monthly control report has been prepared in the first part of the assignment whereas the second part mainly focuses on the strategic development for the business to generate higher profitability. 
[bookmark: _Toc110438387]Part A
[bookmark: _Toc110438388]Monthly Control report preparation
According to Ahrens et al. (2018), a monthly control report is a financial report used to identify the ability of the business to control the overall progress of the firm more effectively. A monthly control report can be used to improve the resource allocation of the business and control the distribution of the resources effectively. In order to generate higher profitability from the business function, it is seen that a control report can play a significant role in the operational process effectively. A control report is effective from the managerial perspective to improve the operational stability and financial control operation in the business operation more effectively (Kogan, 2012). In order to enhance the operational performance of the business more effectively, it is necessary to generate higher profitability and stability eventually. In order to reduce the operational costs, and enhanced the profitability, cash flow operation and income operation in the business operation more effectively, a control report is necessary for the business operation. 
In order to focus on the resource allocation and cost distribution in the business operation over the 12 months period more effectively, a monthly control report can be used in the business operation. Variance analyses have been prepared as the performance measurement tool in order to identify the differences between the flexed budget and the original budget in the business operation (Chiu et al. 2018). It can be identified that differences between the actual performance and budgeted performance in the business operation can be identified through the use of the control report more effectively. It can be used to verify the changes in the cash flow operation of the business and enhanced the growth performance more effectively. In order to expand the operational stability of the firm more effectively, it is essential to prepare the budgetary control report in the business process. Control report allows understanding the resource allocation in the business operation more significantly to enhance the growth potentiality. Flexed budget, Original budget and variance analyses of Amana ltd have been stated in the following section of the report eventually –
	Preparation of the Original budget

	Items
	Amount

	Units
	1,00,000

	Selling price
	25

	Sales Revenue
	 25,00,000.00 

	Variable Costs
	 

	Materials
	   2,50,000.00 

	Labours
	   4,00,000.00 

	Overheads
	   1,50,000.00 

	Total variable Costs
	   8,00,000.00 

	Contribution
	 17,00,000.00 

	Fixed Overheads
	 

	Warehouse rental
	2,00,000

	Insurance
	1,00,000

	Supervisor Salary
	50,000

	Total Fixed Costs
	3,50,000

	Net profit
	 13,50,000.00 


Table 1: Preparation of Original Budget
(Source: developed by the author)
	Preparation of Flexed Budget

	Items
	Amount

	Units
	80,000

	Selling price
	20

	Sales Revenue
	 16,00,000.00 

	Variable Costs
	 

	Materials
	2,80,000

	Labours
	4,40,000

	Overheads
	1,20,000

	Total variable Costs
	8,40,000

	Contribution
	   7,60,000.00 

	Fixed Overheads
	 

	Warehouse rental
	1,70,000

	Insurance
	1,00,000

	Supervisor Salary
	35,000

	Total Fixed Costs
	3,05,000

	Net profit
	   4,55,000.00 


Table 2: Preparation of the Flexed budget
(Source: Developed by the Author)
	Preparation of the Variance Analyses Report

	Items
	Budgeted
	Actual
	Variance

	Units
	1,00,000
	80,000
	20,000

	Selling price
	25
	20
	5

	Sales Revenue
	   25,00,000.00 
	 16,00,000.00 
	    -9,00,000.00 

	Variable Costs
	 
	 
	 

	Materials
	     2,50,000.00 
	   2,80,000.00 
	       -30,000.00 

	Labours
	     4,00,000.00 
	   4,40,000.00 
	       -40,000.00 

	Overheads
	     1,50,000.00 
	   1,20,000.00 
	         30,000.00 

	Total variable Costs
	     8,00,000.00 
	   8,40,000.00 
	       -40,000.00 

	Contribution
	   17,00,000.00 
	   7,60,000.00 
	      9,40,000.00 

	Fixed Overheads
	 
	 
	 

	Warehouse rental
	     2,00,000.00 
	1,70,000
	         30,000.00 

	Insurance
	     1,00,000.00 
	1,00,000
	                     -   

	Supervisor Salary
	        50,000.00 
	35,000
	         15,000.00 

	Total Fixed Costs
	     3,50,000.00 
	3,05,000
	         45,000.00 

	Net profit
	   13,50,000.00 
	   4,55,000.00 
	     - 8,95,000.00 


Table 3: Preparation of the variance analyses report
(Source: Developed by the Author)
[bookmark: _Toc110438389]Evaluation of performance using the control report
From the preparation of the variance analyses, it is seen that the budgeted net profit from the business operation is 13, 50,000 whereas the net profit from the flexed budget is 4, 55,000 in the current environment. As per the variance analyses, a negative variance can be seen in the net profit operation of Amana Ltd in the current environment due to higher budgeted profit and lower flexed budget in the current environment. This data indicates to the lack of profitability performance in the business operation of Amana ltd can be seen in the present environment. Following the data stated in the original budget, it is seen that the net profit of the business operation is 1,350,000 which can be seen due to higher contribution to the business process. As per the financial report, it can be identified that the budgeted contribution to the business operation is 1,700,000 which has been calculated by deducting the variable costs from the total sales revenue eventually. It can be identified that the total sales revenue of the firm is 2,500,000 which has been identified by multiplying the budgeted numbers of unit sales and budgeted selling price. It is expected that the budgeted selling units are 100,000 whereas the budgeted selling price of Amana Ltd is 25. 
Following the flexed budget, it is seen that the actual number of unit sales is 80,000 whereas the actual selling unit is 20. Considering the evaluation, it can be identified that actual sales revenue in the business operation is 1,600.000 in the present environment for Amana ltd. Here, it is seen that flexed sales revenue is lower than the budgeted sales revenue in the business operation due to lower selling units and lower sales prices effectively. Considering the cost management in the business operation, it is seen that the total variable costs of the actual financial operation are 840,000 which is reflected in the total contribution of the business. As per the calculation, the total contribution margin for the business is 760,000 in the business operation. Differences in the variable costs can be seen in the business operation of Amana ltd in the current environment which resulted in differences in the contribution of the business. From the perspective of the business performance, it can be recognised that the actual contribution is lower than the budgeted contribution which is not beneficial for the cost allocation of the firm. Higher material costs and labour costs are the key reason behind this outcome in the business operation.
From the evaluation of the variance analyses, it is seen that contribution to the business is lower for the actual budget compared to an original budget which creates a variance in the business operation. Higher cost variance can be seen in the business operation in order to get a higher contribution to the business operation. The negative variance is not beneficial for the performance operation of the firm which stated that the company is unable to achieve the expected profit in the business operation (Iwazaki et al. 2021). Due to lower numbers of unit sales and pricing strategies in the business function, the company is unable to achieve the actual mark of profitability. The control report indicates that the current financial stability is not effective for the business as the company is unable to achieve the budgeted market effectively. 
[bookmark: _Toc110438390]Recommendation
Based on the evaluation of the operational performance parameter of the business, it is suggested that the company should focus on the following segment for the development of the business operation. 
Inventory control and cost management
It is recommended that Amana ltd should focus on inventory control and cost management operation in the business process to generate higher profitability from the business. Inventory control will allow the firm to manage the cost allocation in the business process and enhance the growth opportunity effectively. It can be verified that inventory control is necessary to improve the cost allocation of the firm and control the resource flow effectively. The company should manage the cost flow in the business process in order to generate a higher profit margin from the business process effectively. 
Pricing strategy
It is suggested the company should emphasise the pricing strategy of the firm in the current environment in order to generate a higher profit margin from the operational process of the firm and enhance the growth potentiality in the business process (Johari et al. 2019). This strategy will help the firm to generate higher revenue from the business process which will positively impact the profitability of the firm in the present circumstances. It is seen that the corporation is unable to achieve the budgeted pricing strategy in the business process due to a lack of strategic development in the business process. In order to achieve the budgeted profitability in the business operation, it is necessary to improve the revenue by using an effective pricing strategy. 
[bookmark: _Toc110438391]Part B
[bookmark: _Toc110438392]Performance evaluation of the digital platform
Performance evaluation is necessary for the management of an organisation to make effective decision-making regarding the investment opportunity in the business process. It is necessary to improve the customer segmentation in the business operation to generate a higher profit margin from the firm operation. Following the case study analyses of Amana, it can be verified that the company has two different options to improve the strategic performance of the business operation effectively. Based on the evaluation of the case study, it can be identified that the first option that the organisation is to create its own online digital shop to sell the products effectively. Owning an online shop will benefit the organisation to sell the product directly from the business to customers and reach customers directly.  On the other hand, the second option, for Amana is to partner with Amazon.com to sell the product from the Amazon website. In order to make an effective decision, it is necessary to evaluate the profit or loss related to both the options in business operation. 
Profitability from own online shop
	First option: Own an Online shop

	 
	 

	Expected selling Unit
	100000

	Selling price per unit
	20.00

	Sales Revenue
	2000000.00

	Less: Cost of sales
	 

	Cost of setting delivery network
	150000.00

	Cost of upgrading a current website
	50000.00

	Salary of full-time IT programmer
	35000.00

	Net profit
	1765000.00


Table 4: Calculation of profitability from own shop
(Source: developed by the author)
Profitability from Amazon's online operation 
	Second Option: Direct Amazon Selling

	 
	 

	Expected selling Unit
	65000

	Selling price per unit
	20.00

	Sales Revenue
	1300000.00

	Less: Cost of sales
	 

	Amazon fulfilment fees
	50000.00

	Net profit
	1250000.00


Table 5: Calculation of profitability from Amazon's online operation
(Source: Developed by the author)
[bookmark: _Toc110438393]Explanation of calculation
From the assessment of the calculation, it is seen that if Mr Amana uses the first option to set up his own online shop in the current business environment for strategic development then the company will be able to generate a profitability of 1,765,000 due to higher numbers of expected sales unit. It is expected that the selling unit for Mr Amana from the first strategy will be 100,000 units and the expected selling unit will be 20 per unit. Based on the calculation, it can be identified that the expected revenue from the online shop will be 2,000,000 at the end of the period. It is seen that the company will bear delivery network costs, website upgrading costs and salary expenses for IT programmers. Here, it can be recognised the total costs in the business operation is 235,000 from the online shop. This data indicates that Mr Amana will be able to generate a good profitability margin from the business operation if they select the first option eventually. 
Evaluation of the calculation, it can be observed that net profit from the business operation will be 1,250,000 if Mr Amana selects the second option for the business development. Here, it is expected that the selling units from the business operation will be 65,000 units and the selling price will be 20 per unit. As per the evaluation, it can be monitored that the sales revenue from the business function will be 1,300,000 in the business operation if the sale is made through the Amazon online stores. Costs of sales from the business operation will be 50,000 that have been deducted from the total sales revenue in the business process. The net profit margin from the operation will be 1,250,000 the business operation if the management selects Amazon Online shops eventually. Lower costs and lower sales units can be seen if the company select the Amazon online shop to sell the product in the market. 
[bookmark: _Toc110438394]Decision making
Based on the calculation, it is suggested that Mr Amana should select the first option instead of the second option to sell its products in the marketplace. Calculation shows that the company will be able to generate higher profitability from the business operation if the company select the first option by developing its own online shop in business operation. From the long-term perspective, this strategy will be beneficial for Mr Amana to get higher profitability from the firm as well as improve the brand reputation in the market. The company will be able to improve its brand value in the market as the company will promote its online store for the sale of the product. On the other hand, the company must not select the second option from the long-term perspective, to sell the product in the marketplace as it will increase the costs of the firm in the future. Based on these factors, it can be stated that Mr Amana should select the online shop for the sale of its product in the market effectively. 
The selection of its own online shop will also benefit the organisation to enhance the market reputation and customer base in the business process effectively. Financial stability and operational performance in the internal process of the firm can be managed through the use of the first option. 
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It is concluded that Mr Amana should select the first option to develop his own online shop as the strategy to sell the product in the market. This strategy will be beneficial for the management to generate higher customer segmentation and higher profitability from the market effectively. Following the evaluation of part a, it can be summarized that the company must focus on the development of the costs management strategy, pricing strategy and inventory management strategy eventually for operational performance. It has also concluded that a control report is effective from the managerial perspective to improve the operational stability and financial control operation in the business operate more effectively. 
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