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INTRODUCTION 

A budget is an evaluation of earnings and expenditures that is created for a certain upcoming period and is commonly generated and revalued at regular intervals. Budgets can be constructed and assembled for a group of people, a company, a government, a person that is interested in your business (Boersma and et. al., 2020). Having a budget plan could help a company to control and create a plan how to spend the company money so that all the costs are covered and there is  In this report, a monthly control statement is made showing the actual and standard budget of Amana Ltd and the variances are calculated based on the differences. An analysis of the performance of Amana Ltd in 2020 is done during the Covid – 19 pandemic and recommendations are provided for the improvement. Further, an analysis is performed based on the cost and the scenarios given that Mr. Amana should structure and begin his own virtual shopping or put its products to be sold on Amazon.
PART A 

1. Mоnthly contrоl report. Flеxed budget, originаl budgеt and variaces.

Monthly Control Report of budgeting includes the information which is related to payroll, utilities, overhead costs, revenue and changes in expenses. It is significant as it helps an entrepreneur or leader to see spending patterns that could be hindering to the organization and address those patterns before they go crazy. The reports can likewise permit the board to examine the expense of office maintenance and attempt to track down the ways of decreasing expenses from one month to another.
Flexed Budget differs with variation in the size and dimensions of earnings procured. With its most straightforward construction, the flex expenditure plan takes advantage of rates of earnings for particular fees, rather than the usual fixed figures.
Original Budget is made by considering the past data, revenues, and expenditures. Based on which the budget is prepared, and the costs are estimated. It also helps in estimating the net profit of the organization (Burkov and Shchepkin, 2021).

A budget variance is a periodic yardstick employed by legislative, ventures, or individuals to estimate and assess the variation amongst standard and actual numbers for a particular accountancy categorization. A favourable variance alludes to positive changes or gains and an unfavourable variance portrays negative difference, demonstrating misfortunes or shortages. It happens because forecasters can not foresee future expenses and income with complete exactness.
	
	AMANA LTD

	
	Monthly Control Report

	Particulars
	Cost per unit
	Original Budget
	Flexed Budget
	Actual Budget
	Variance 

	Units
	100,000
	100,000
	80,000
	80,000
	0 (no change)

	Selling price
	25
	25
	25
	20
	(5) UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable cost:
	
	
	
	
	

	Raw Material
	2.50
	250,000
	200,000
	280,000
	(80,000) UF

	Direct labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overheads
	1.50
	150,000
	120,000
	120,000
	0 (no change)

	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 ( no change)

	Fulltime Warehouse Supervisor salary
	50,000
	50,000
	50,000
	35,000
	15,000 F

	Net Profit
	
	1,350,000
	1,010,000
	455,000
	585,000 UF


2. Analyse the performance of Amana Ltd, using the control report in the financial year 2020.


From the above control report, the performance of Amana can be analysed by following certain steps:

1. Can track the expenses: Tracking the spending can make the budget work for the future. It will help in identifying the problems which are associated with the budgeting goals. While most monetary financial plan processes are finished on a yearly premise, following spending plan differences normally is done month to month. A monthly spending variance survey assists independent ventures with getting where cash was gone through every month contrasted with the measure of deals created on budget reports. Exorbitant spending plan differences might require entrepreneurs to audit their spending plan interaction to guarantee they have precisely gauged any monetary necessities.

2. Identification of areas of expenses: By analysing the report, the areas where over–expenditure is done can be determined (Gaspa, 2018). 

3. Areas where the extra money is spent: Evaluate the areas that were compared to the budget less amount is spent and can cover the extra money spent in those categories.

From the above monthly report, it is analysed that the revenue, raw material and direct labour should be focused to improve the performance of Amana Ltd. 

· The sales of the original budget are more than the flexed budget. It means that Amana needs to foster its quantity of sales and increase the selling price. It will help in earning more profits. In the original budget, the 100,000 units are sold with the selling price of £ 25. Compared to the original, in the actual, the number of units and selling price is less. Due to which the performance of Amana is affected in an adverse way.

· The raw material and labour are much more than the actual budget compared to the original budget. In the original budget, the cost is £25 per unit. But in the actual, the cost is £20 per unit, which is less with £5. So, the company needs to reduce the cost of raw materials which will aid in reducing the over – expenses of the organisation. Amana Ltd should also keep the same price per unit, as decreasing the price in the Actual budget will decrease the company revenue by £900,000
· The cost of direct labour also needs to be diminishing in the flexed budget. It is more than £40,000 from the original budget. The labour rate per unit can be diminished based upon the number of units produced in a month. 

· The gross profit of the enterprise is very much less compared to the original budget. The effect of the revenue and the operating expenses are shown in the figure of gross profit. So, from the start itself, the revenue and the variable costs should be managed properly. 

· The fixed overheads include warehouse rental, insurance, and full-time warehouse supervisor salary. The above all the fixed expenses are less than the original budget in comparison to Amana`s actual financial plan. The owner of Amana Ltd. should try to keep Fixed overheads as they are within the Actual budget. He could try to find a chipper place to rent or to secure his rent by signing the contract with his landlord at the price of £170,000.
· The Net profit in the actual budget is less than the original budget. It should be taken into serious consideration of reducing both the variable and the fixed costs. Because through this, the ultimate financial health of the company is estimated and if the net earnings will be in the negative then it will impact the performance as well as the growth of Amana Ltd.


Thus, from the above points, the performance of Amana Ltd. is examined, and it can be said that the company need to lower all the expenses as well as its overheads and should focus on maximising the units of productions (Khaykin and et. al., 2017).

3. Recommendations on the areas of improvement to the CEO of Amana.


The recommendations can be given based on the above performance report:

· To increase the revenue, the company should focus on increasing the number of manufacturing units which will aid in increasing the profit. The selling price of the company should also be hiked up considering all the costs and expenditures. It is very crucial to determine the backlog in the budget preparation and take certain measurements to improve it (Kolsarici, Vakratsas and Naik, 2020).

· The material cost is much more compared to the original budget and the units which are produced. It means that the idle costs or the material which are wasted should not happen. The management to take strict actions regarding the wastage of the raw materials.

· The labour cost can be reduced based upon the units produced and the work done by each labour. The per units cost of labour should be fixed, so that, the additional costs don’t occur. 

PART B

Analysis of the decision of Amana Ltd. to go online and recommend whether he should create and structure his own virtual marketplace or sell on Amazon by considering all important costs.


The competitors of Mr. Amana's business are growing online in the countries like the UK, Europe and US. It has decided to shift its business online and the two scenarios of moving online are:

· By closing the branches of Brighton, Birmingham and Manchester through moving the 50% sales online. For this certain, fixed costs will be considered such as costs of setting the delivery network, the salary of IT programmer and cost of upgrading the website. However, it also guarantees 100000 units of sales annually. Mr Amana must pay a total cost of:
Cost of setting up delivery network = £150,00

Cost of upgrading the current website to handle a large volume of sales = £50,000

Salary of a full-time IT programmer = £35,000 per annum

Total Cost = 150000 + 50000 + 35000 = £ 235,000
· Amana Ltd could also go through the option of selling the good right away on Amazon and just paying its fulfilment fees. It provides a guaranteed sale of 65000 units annually and by increasing the demand for its products. In this, the total cost will occur as follow:
Amazon fulfilment fees = £ 50,000
Thus, in setting up the own online platform it will incur more cost, which is a huge difference of £ 185,000 which is the relevant cost that differs between two decisions. 

Amazon is a well-recognised platform. It has a massive customer – base. It is more convenient to sell on amazon than to get the revenue on your own websites.

· By moving 50% sales online and creating its own online shop, Amana Ltd. will build its own brand which will progress in building loyalty from the customers. Selling on Amazon will not bring loyalty to Amana Ltd, as the buyers believe that they shop from Amazon not from the original seller. 
· Business–to–business sales. Amazon is concentrated on business to costumers sells. Business-to-business sales will help other companies progress as Amana Ltd will purchase raw materials from them. 
· There are many items that Amazon does not allow to be sold on its platform such as digital downloads, henna for skin painting, E-cigarettes and so on. 

· By creating its own platform for selling, Amana Ltd. will have control over its products. Although Amazon is a credible platform, creating its own marketplace will give to the company product visibility.
Difference of Amazon Selling and Setting up the online store:

	Basis
	Amazon
	Setting up the online store

	Reach
	It has a huge customer base. It transacts alone approximately 40 % of the annual sales.
	It will take much more time to reach the customers if the minimum sales of units are guaranteed.

	Management
	It will manage the maintenance and the running of the website. The sellers on the platform do not need to manage anything, they just have to pay the costs (Konovalova, 2019).
	It will be the department of the owner as well to take care of the maintenance of the website and to update the products timely. Even all the essential costs that occurred in operating the site will be paid by the owner itself.

	Owned
	The control of the cost of the products and designing of its page is not the concern of the seller.
	The businessman has the whole control over the page design, sign in, eliminating the product. It can manage it according to its own choice.

	Costs
	To sell directly on Amazon will require only £ 50,000. 
	The decision to sell the product on its own website will require a huge investment. The costs will take £ 235,000.

	Data 
	It has more information about the customers who shop online.
	It must start from the beginning, and collecting the data of the online customers could be difficult.

	Protection
	Choosing it will give brand protection to the company. The customers know about it, has had brand loyalty and trust towards the consumers.
	It has to build its own brand and create a loyal consumer – base (Liu, Mao and Kang,  2021).

	Control
	In this, it will not have control over the pricing policy of the items and return policy
	In this, the top management can set up the pricing and return policy of the goods according to their necessities and requirements.


From the above differences, it can be analysed that:
· By creating an own website, it will take more cost than directly selling on Amazon. So, according to it investing in amazon will be beneficial for the organisation in terms of expenses.

· The sales of the products assured is more in the own website by 35000 units than the amazon. However, it means that Mr. Amana's website will generate more revenue if he creates his own website than selling on Amazon.

· By Amazon Mr. Amana cannot control the prices of the goods but it can be controlled when he develops his own online store.

· The concern of managing the website will be borne by Amazon if he chose to sell on Amazon directly (Meng and et. al., 2022).

· Strong marketing tools. Selling on Amazon will not give the company access to its customers, but with a suitable software program, Amana Ltd could easily connect with its customers.  
Thus, from the above analysis, it can be recommended to Mr. Amana to choose to open his own online store, because ultimately the profits of the organisation will be seen. By generating more sales through its website it can earn more profit and maximize its cash flow. By opening its online store, Mr. Amana could also offer its customers different payment options and give them discounts in order to gain their loyalty. Selling on Amazon will not have control over the discounts and therefore will not attract new customers or be able to keep the ones that have already been buying from the company. 
CONCLUSION 

It can be concluded from the above report, that the company should not be dependent on the annual budget. It should give a check on the actual and the standard expenditure monthly. It will become easier for the management to determine the additional expenditure and to change the costs as per the needed changes. Further, the performance report of Amana Ltd is made in which the evaluation of the monthly control report is done and is based on the variances calculated in the report. It shows that the units of production should be increased. The variable and the fixed cost should also be modified accordingly. Then, the recommendation is given according to its performance report, which says that net gains are very essential for maintaining the financial health of the organisation. Furthermore, a piece of advice was given to Mr. Amana that whether he should expand his business online or directly sell on Amazon. The result came that it should create its own website because it is giving more sales which are guaranteed. Ultimately the net profit of the company will be more from it compared to selling the products on Amazon.
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