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[bookmark: _Toc70095659]Introduction:
The purpose of this study is to prepare the control reports which show actual, original, and flexed budgets for measuring key variances. It will present the analysis of key variances and provide solutions for satisfying variances and improving areas. The study will also select the best decision that whether Amana Ltd may go online through creating its own website and selling on Amazon. 
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	Original Budget
	Flexed budget
	Actual Budget
	Variances

	Sales volume
	100,000
	80,000
	80,000
	20,000

	Selling price
	25
	25
	20
	5

	Sales 
	2,500,000
	2,000,000
	1,600,000
	400,000

	Less: Variable costs
	 
	 
	 
	0

	Materials
	250,000
	200,000
	280,000
	80,000

	Labor
	400,000
	320,000
	440,000
	120,000

	Overheads
	150,000
	120,000
	120,000
	0

	Contribution
	1,700,000
	1,360,000
	760,000
	200,000

	Less: Fixed costs
	 
	 
	 
	 

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

	Insurance
	100,000
	100,000
	100,000
	0

	Full time warehouse sup salary
	50,000
	50,000
	35,000
	15,000

	Net Profit
	1,350,000
	1,010,000
	455,000
	155,000
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On basis of the above-developed budgets, this is identified that there is a great difference in developed budgets. The variances that are identified in the above budget are not favorable for the company and these variances have negative effects on Amana Ltd’s net profit. The identified variances in budgets range from the cost of material, labor, variance, fixed, and sales price. The sales volume variance is also not favorable for the company (Dugdale and Lyne, 2010). The major causes for these identified variances are both controllable well as non-controllable factors. Some of these forces can be decreased while Covid-19 cannot have control. 
Sales volume variances: Depending on the above-created budgets, this is recognized that there is variance in the numbers of the company’s expected and actual sales. The major reason for sales volume variance is Covid-19. Due to Covid-19, there is different movements are restricted so that lesser people get to purchase Amana Ltd’s offered products (Donthu and Gustafsson, 2020). The company can get a solution for this issue by making its products available through online platforms. The online selling platforms would be helpful for targeted customers to buy products namely souvenirs through the online platform in which there is no need to go company’s physical stores. In addition to this, the company also can decrease variances in sales volume by developing better campaigns for marketing in relation to offerings of business (Bartik et al., 2020). The company may use various platforms to reach its customers in the international market which can boost its sales and can cause favorable variances. The use of effective marketing campaigns can make sure that the company is competing with other companies in the industry effectively. At the same time, the increase in the level of workers motivation also can result to meet the sales variances with fulfilling the determined sales targets. The employees in the company should be given targets to make sure that actual estimated quantities of products are sold (Shim et al., 2011). Amana Ltd must are required to maximize its marketing budget ensuring that sales targets are achieved effectively. The management of the company should also ensure that high-quality souvenirs are offered by Amana Ltd.     
Sales price variance: Depending on the above-created budgets, this is recognized that there is a high variance in sales price per unit. It is because the product's expected selling price was £25 per unit but the actual price of selling was £20 per unit. The major cause regarding variances in price can be lower product marketing and promotion, the decline in income of consumers, production of low-quality goods, huge market completion, and decrease in the price of goods to increase sales because of Covid-19. There is a different factor that may not be controlled by the company such as the decrease in income of customers because of lockdown (Syriopoulos, 2020). Apart from this, there are various forces that may be controlled by the company such as low product quality, lower product marketing, and promotion, huge competition in the market, etc. Concerning this, the company should also emphasize manufacturing products that are high in quality that can easily compete in the market. When the company produces quality products based on their decided price then people can easily pay the decided price for products. The company should also design better marketing and promotion strategies to reach large numbers of customers in the targeted market (Heisinger and Hoyle, 2018). This would be helpful for developing the brand reputation of Amana Ltd. the company should its products price effectively which reflect the quality of offerings. 
Reason for material price and uses variances: The main reason for a material price and uses variances can involve changes in the market prices, change in delivery costs, ineffective buying, untimely buying, changes in taxes/duties, and use of substitute material because of difference in material prices. The ineffective handling of the material by the staff members, improper machinery maintenance, change in product design and process, high level of wastage, and others may cause material use variances (L Zimmerman, 2011). In addition to this, the use of ineffective or better quality material in process of manufacturing also may reason to higher gaps or differences in the budgeted and actual material uses. 
How material costs and usage variances can be avoided: There are various solutions regarding potential causes of variances. Effective worker's training may lead to better material handling that decreases material wastage. It is because awareness of workers about the right quantity of material that is needed can decrease the variances and wastage that the company is facing. In Amana Ltd, management must also give warning to workers for ineffective handling of material to decrease breakages or extra costs that can lead to an increase in net profits of the company (Tayles, 2011). In addition to this, the company also ensures that all the technologies applied in production procedures are doing work effectively for minimizing the excess use of material. 
The effective management of material in the company can decrease the variances and excess use of material. Amana Ltd should also ensure that they have purchased higher quality materials for the process of production. The main reason behind this is that using lower-quality materials in the production process can lead to excess material uses and inaccurate material measurement. At the same time, the company should also purchase the large material quantity for minimizing material price variances that will also enable Amana Ltd to get attractive discounts as well as get the supply of material from top suppliers in the industry. If the company purchase material from top or trusted suppliers then there would be less possibility of supplying low-quality material (Alawattage, 2012). This will support Amana Ltd to control or minimize unfavorable variances which have effects on the company’s net profits. 
Labor variances: This refers to variances or differences in the rate and efficiency of labor. The potential reasons for variances in the rate of labor include changes in wages rate, pay overtime to workers in an emergency, revisions of wages, etc (Shim et al., 2011). The difference in labor rate can result from the changes in wages due to trade union agreements. 
[bookmark: _Toc69979826][bookmark: _Toc70095663]C) Recommendations:
The effective way to minimize or control the labor variance is effective training of the staff member’s considering both existing and new workers. The worker's training would be helpful for ensuring that efficient labor at work and not any difference in the efficiency of labor that can reason to business profits. Adequate supervision of the staff members is required in Amana Ltd. The major cause of high labor costs and inefficiency includes workers take relax from work, breaks, and left their job, etc. In addition to this, the company should make sure that they are hired a skilled workforce (Ward, 2012). The main reason behind this is that less-skilled employees in the company can reason inefficiencies and ineffectiveness.  The highly skilled staff members demanded high wages or salaries in comparison to expected wages but their contribution to the operations and growth of the company would be higher. The main reason for the decline in the company’s sales is Covid-19 which can lead to minimize in numbers of employees for controlling and decrease variations in labor rates. 
At the same time, the company also makes sure that they have determined realistic targets or goals in relation to workers and organization. Amana Ltd does not determine unexpected goals and selling price because of the Covid-19 crisis. The company also conducts a market study to know about the consumer’s income, competitor’s price, inflation and interest rates, and other forces. It is also recommended that management of Amana Ltd include the factors which are outcomes of a pandemic that can reason to alteration of economic, political, and social conditions. It should also revise its sales volume, price, and business process according to the conditions of the market (Dugdale and Lyne, 2010). Furthermore, there is a different reason which may cause the difference in original and actual budgets from that main reason is outcomes of Covid-19. The variations identified above are not favorable to Amana Ltd such as variations in sales volume, variable and fixed costs, sales price, but the company is effective to generate profits. These variations may be reduced by Amana Ltd through evaluating the variations time and causes that would be helpful to develop effective plans or policies. 
[bookmark: _Toc69979827][bookmark: _Toc70095664]Part B:
Cost of online shop:
[image: ]
Pros of selling products online: The use of e-commerce is helpful for businesses to decline in business costs. In e-commerce, companies are not required to pay rent of their physical stores that save business costs. The products selling costs in physical stores are higher in comparison to selling products online. The adoption of e-commerce medium also enables the firms to reduce their staff member’s numbers to serve customers. Selling products online will provide benefits to Amana Ltd in terms of reach more customers in the targeted market (Belew and Elad, 2020). The customers are required to visit the stores of Amana Ltd when the company sells through its stores but there is no need to visit stores when the company selling products online.    
In the current, Covid-19 crisis reason to boost in online sales as large numbers of people are using online channels for getting goods purchased. the government of every country has restricted the movements that allow people to get required products by using online shopping platforms and they also want products delivered at the desired address. The use of online selling will help Amana Ltd to reach more customers in the targeted market (Bhatti et al., 2020). The company will also not need to set schedules for purchasing but physical stores of the company open at the scheduled time and may be closed on various events or holidays. In this way, adoption or choosing an online selling option would be helpful for Amana Ltd to make higher sales and profits in the company. 
Cons of E-commerce: There are numerous disadvantages of selling goods online in comparison to use physical stores to sell goods. In selling goods online, customers can not touch offered products; they only can be seen in images. This limits those people who want to touch and see the products before purchase. Online selling platforms are not the best fit for those people who prefer traditional shopping ways. In addition to this, there is huge competition in online selling that may be a major issue for Amana Ltd (Shafiyah et al., 2013). In online selling, there are more companies that are selling their products with having good selling tactics and a base of customers. Concerning this, companies which are not developed effective marketing strategies may experience huge losses.
 Online selling limits the interactions between sellers and customers. The seller's and customers' interactions will enable Amana Ltd to maximize customer loyalty and satisfaction which may reason to repeat sales or referrals in the company. It also would be supportive for Amana Ltd to gather suggestions or feedbacks from customers in relation to offered products. At the same time, another disadvantage of online selling is that there is a higher possibility of fraud.  In online selling, cheaters can easily copy the company’s products and can sell them online (Kaur, 2011). The security of products and images of Amana Ltd in online selling is limited which can minimize the company’s sales and profitability. The benefits of selling products online are high instead of selling products in physical stores. As per the current market situation, Amana Ltd is required to selling products online that will decrease business costs. Thus, it is a suggestion for Amana that they must apply the online selling option. 
Selling on Amazon vs selling on the website:
[image: ]
On basis of costs analysis, the development of own website for products selling would be helpful for Amana Ltd in relation to generating more profits in a short time period. Amana Ltd will get an increase in product to demand through selling products on Amazon instead of its own website. This is recommended to Amana Ltd that it should create its website for selling products online. 
Pros of selling on own website: 
Boost in company sales: Depending on the above-provided data, using an online website for product sell would be guaranteed to selling about 100,000 products units while in selling products on Amazon there is the guarantee of selling 65,000 products units yearly. The cost of selling products on own website would be lesser that will generate higher benefits to Amana Ltd instead of selling products using Amazon (Bhatti et al., 2020). The profit for Amana Ltd would be higher in applying its website to sell goods instead of using Amazon.
Control: Amana Ltd will experience the benefits of having control over the design and content in the use of its website while the company will not have control over alterations in design and content in the use of Amazon. It is because there is control of Amazon on the presentation of products based on its created policies and strategies that restricts the control of sellers. In the use of its website, Amana Ltd will make the decision about getting payment from customers, interactions of customers with products, and provide product delivery to customers (Combe, 2012). While selling products on Amazon, the company would be required to follow the procedure given by Amazon that makes it a complex process.   
Referrals: If the company sells its products by applying its website then it would be allowed to have referrals. In case, when the company sells its products on Amazon then buyers do not think about products producer while they think regarding Amazon. The use of own website to sell products will support Amana Ltd to acquire more referrals because customers always give reference of the company when they are asked for purchasing of goods. At the same time, the use of own website will also support to decline of market competition (Shanthi and Desti, 2015). It is there are large numbers of sellers are selling similar products through Amazon that can lead to price wars which in results decrease consumer's profits. 
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This is summarized that report has produced different control report that may be applied by the businesses for recognizing key variances. The report has suggested the different solutions that can be used by businesses to reduce and control variances. This is identified that products selling on their website will generate higher advantages to the company instead of selling through Amazon. 
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Total Costs (including cost of setting up delivery network,

upgrading website, and salary of IT programmer) 235,000
Profit actual price (20 x 100,000) 2,000,000
Fixed Costs 305,000
Variable costs 840,000
Profits 1376000
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Net profit from selling on own website 1,376,000
Amazon fees 50,000
Tnits guaranteed (63,000 x 20) 1300000
Fixed Costs 305,000
Variable costs (113 per unit  65,000) 747,500
Net profit 247,500





