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[bookmark: _Toc92062316]Introduction
	The main focus of the assessment is to formulate the budgets and control reports so that the financial performance of Amana Ltd can be reviewed. Amana Ltd is a family-owned tourist business located in England which sells souvenirs to tourists. The business is looking to expand its operations and therefore the management is looking to acquire a better idea regarding the financial strengths of the business. In order to implement the plans of the business, the senior management of the company is looking to use budgetary control. The senior management of the company will be using budgets so as to decide on the scale of operations and also determine whether in actual terms the business is able to achieve its targets or not. The report would be covering areas on which the management should invest time to make improvements and ensure that a level of efficiency is achieved in the operational process (Dudin et al. 2015). The report would be providing specific recommendations as to the steps which the management can take for improving on the variances.
[bookmark: _Toc92062317]Discussion
[bookmark: _Toc92062318]Control Report Portraying the Budgets and Variances
	The management of Amana Ltd follows budgetary approach for planning and controlling the flow of operations of the business. The business follows flexible budgeting practices so as to control the capacity of operations. The flexible budgeting approach of the business allows the management to make adjustments in the budget as and when some market changes take place or some factors are affecting the performance. In a way, flexible budgeting approach can assist the senior management to achieve high level of accuracy in its budgeting approach.
	Monthly Control Budget

	Particulars
	Original Budget
	Flexible Budget
	Actuals
	Variances

	 
	 
	 
	 
	 

	Units
	100000
	80000
	80000
	 

	Sales
	 £   2,500,000.00 
	 £    2,000,000.00 
	 £  1,600,000.00 
	 £  400,000.00 

	Less: Variable Costs
	 
	 
	 
	 

	Materials
	 £       250,000.00 
	 £       200,000.00 
	 £      280,000.00 
	-£   80,000.00 

	Labor
	 £       400,000.00 
	 £       320,000.00 
	 £      440,000.00 
	-£ 120,000.00 

	Overhead
	 £       150,000.00 
	 £       120,000.00 
	 £      120,000.00 
	 £                   -   

	Total Variable costs
	 £       800,000.00 
	 £       640,000.00 
	 £      840,000.00 
	-£ 200,000.00 

	Contribution
	 £   1,700,000.00 
	 £    1,360,000.00 
	 £      760,000.00 
	 £  600,000.00 

	Less: Fixed Overhead
	 
	 
	 
	 

	Warehouse rental
	 £       200,000.00 
	 £       200,000.00 
	 £      170,000.00 
	 £    30,000.00 

	Insurance
	 £       100,000.00 
	 £       100,000.00 
	 £      150,000.00 
	-£   50,000.00 

	Fulltime warehouse supervisor salary
	 £         50,000.00 
	 £          50,000.00 
	 £        35,000.00 
	 £    15,000.00 

	Total Fixed Costs
	 £       350,000.00 
	 £       350,000.00 
	 £      355,000.00 
	-£      5,000.00 

	Profits
	 £   1,350,000.00 
	 £    1,010,000.00 
	 £      405,000.00 
	 £  605,000.00 



	The table which is presented above shows budgeting approach where standards set by the management is compared with the actual performance of the business. The variances which are identified are actually difference between standard set and the actual performance of the business. Budgets are effective tools which are used by businesses to properly plan and implement control in the organization.  There are different types of budgets which can be used by a business and all this depends on the nature of operations of the business. The budget would also allow the management of the company to instill better control in the organization and further ensure that the plans of the business is executed in an effective manner. In this scenario, flexible budgeting approach is used at the business is not operating at its full capacity and therefore the variable costs of the business would adjust accordingly. In addition to budgetary control, the senior management is also using variance analysis so that lag in performance can be identified (Kunnathuvalappil Hariharan 2020). Once such variance are identified, the senior management can take appropriate steps for implementing control and rectifying the situation of the business.
	The above table shows the original budget which was set for the period and also flexible budgets which is used to adjust the scale of production so as to ensure that proper comparisons can be made with the actual performance. The original budget which is formulated by the business considers 100,000 units as the target to be produced and sold for the period while in the case of flexible budget, 80,000 units are considered as the target to be produced and sold for the period. The flexible budget is set at 80,000 units with a view to get the standards amount set in order to measure the actual performance of the business which is portrayed at 80,000 units. The comparison reveals certain variances between the actual performance and the standard set (Tan and Low 2017). It is the role of the senior management to take steps for identifying the issue and implementing strategies which can reverse the situation. 
	The table shows that the business has not been able to meet its target sales at 80000 units which was £ 2,000,000 and in actual terms, the business was able to achieve £ 16, 00,000. The lag in performance for sales is around £ 4, 00,000 which clearly shows that appropriate steps needs to be taken by the senior management to ensure that the situation is rectified. Further the direct expenses of the business are expended in much more proportion than the standard which was initially set. The senior management of the company needs to focus on the cost structure as it is significantly lowering the profit margin of the business (Rogulenko et al. 2016). The management would also want to reduce the costs so as to improve the overall efficiency of the business and achieve success in long run.
	In terms of costs, the direct variable cots covers the material, labor and overheads which are main costs of operations and it is therefore imperative that the management needs to take appropriate steps so that improvements can be made in the operations. The fixed costs of the business mainly exceeds in insurance (Ouassini 2018). The management needs to further control the fixed costs as well so as to ensure that a level of efficiency is achieved in the operations. The business would looking to control specific parts of the operations so that efficiency 
[bookmark: _Toc92062319]Recommendation
	The variances which are computed in the above table can be used for assessing the lag areas of the business and accordingly plan next moves so that the operational process can be improved for the business. The business would be further utilizing strategies so that operational challenges can be met and improvements can be made in the operational process of the business. The following recommendations are suggested to the management so that operations can be improvement and better results can be achieved in the actual performance.
· The management of the company needs to formulate strategies so that the tourism operations of the business can be promoted appropriately. The management of company needs to ensure that the promotion can improve the sales revenue of the company and achieve a higher level of profit margin for the business. As the business is looking to expand its operations in UK, the management needs to ensure that the business is able to attract more customers and generate more revenue from operations.
· The management of the company needs implement cost control techniques where the standards are closely followed so that the same can be consistent with the actual performance data. The management can appoint supervisors who would be tasked with the work to control unproductive activities so that better results can be achieved for the future. The business can use lean system or total quality management as a tool for promoting efficacy and ensuring that in this manner the costs are reduced (Teplicka 2015). If the management is able to control the costs than the same would also have an impact on the pricing policies of the business.
· The management of the company can look for outsourcing options which can reduce the costs of operations and make the operational process more systematic. This approach can also improve efficiency and make positive changes so that long term success can be achieved.
· The management of the company needs to undertake regular internal checks in the operations so that any lag areas can be identified mid up and thereby meeting or discussion can be taken for the concerned area so that operational efficiency can be achieved in the activities.
The above mentioned points are some recommendation which the management can implement so as to improve the operations.
[bookmark: _Toc92062320]Conclusion
	The above discussion covers the operations of Amana Ltd which is engaged in tourism operations and the case shows that the business is looking to expand its operations so that growth can be achieved and more services can be provided to its target market. The discussion which is presented above shows that the business has prepared original and flexible budgets for comparing the actual performance of the business with the standards set. The analysis further shows that the budgets would help the management to identify variances and thereby provide opportunity to the business to make changes so that improvements can be achieved. The analysis also provides recommendation which can be implemented by the management so as to bring changes in the operational process.
[bookmark: _Toc92062321]Part B
[bookmark: _Toc92062322]Introduction
	The analysis which is presented below appropriately presents the operations of Amana Ltd who are considering different projects so that it can make its operations better in the market. The business is considering the online medium to engage in operations as most of the competitors have successfully converted to the medium with success. The assessment would considering the viability of the online mode of business and how the same would help the business to expand its operations and achieve more success in long run. The management of the company has two options which are setting up with its own online network and another is to outsource the operations from Amazon. The analysis would be recommending to the management as to which option should be selected so as to get desired results for the future period.
[bookmark: _Toc92062323]Discussion
[bookmark: _Toc92062324]Analysis of Costs related to both Projects
	The two options for the online mode of operations is to either set up its own network or utilizes the services of Amazon to reach out to customers. A table which is presented below shows the different units which can be sold and also the respective costs of activities and it is on the basis of such factors that the viability of the projects can be assessed. 
	Particulars
	Direct Delivery Option
	Alternative Option

	Sales unit expected (gaurantee)
	100000
	65000

	Total sales revenue
	 £                  2,500,000.00 
	 £          1,625,000.00 

	Less: total variable costs
	 £                     800,000.00 
	 £              520,000.00 

	Contribution
	 £                  1,700,000.00 
	 £          1,105,000.00 

	Less: Total variable costs
	 £                     350,000.00 
	 £              350,000.00 

	Surplus
	 £                  1,350,000.00 
	 £              755,000.00 

	Less: additional costs
	 
	 

	Cost of setting up delivery network
	 £                     150,000.00 
	 

	Cost of upgrading current website to handle large volume of sales
	 £                        50,000.00 
	 

	Salary of a fulltime IT programmer
	 £                        35,000.00 
	 

	Amazon fulfillment fees
	 
	50000

	Profits
	 £                  1,115,000.00 
	 £              705,000.00 



In the direct delivery option, the business would be setting up its own network and incurring additional expenses so as to sell more products and interact in a better manner with the customers. The direct delivery option would guarantee the business it would be able to sell 100,000 units at least every year through the online medium (Blocher et al. 2019). The management of the company would be required to incur additional costs which includes Cost of setting up delivery network, Cost of upgrading current website and Salary of the IT programmer. The table above shows that the business would be able to generate a profit of £ 1,115,000.00 which is good only for the business.
In the same manner, the alternative option which the business has is to enter into a tie up agreement with Amazon for selling and distribution of the units of the company. On the basis of market research, under this option, the business has a guarantee that it would be able to sell 65,000 units. The table presented above shows that the business would be able to generate a profit of £ 705,000 from the sales and this can further increase in the future. In comparison to the first option, the second option does not generate that much level of profits nor does it sells more units in the market (Pearce 2016). The positive factor however, in the alternative amazon option is that the cost incurred by the business is minimum which is just the fulfillment fees of £ 50,000. Therefore, it is clear that the first option which is setting up a network for online sales would be a better option for the company as it would be able to generate more profits and would also be able to sell more units to the customers. It is true that the investment which is required in the first project is significantly more but this will be an asset for the business in future. The management of the company can also use such an aspect to develop competitive advantage in the market.
The first project should be selected by the management of Amana Ltd as it would provide personalized touch to the operations and further the management would be able to have full control over the distribution system which was not the case in Amazon option. The pricing and return policies under the Amazon option would not be within the control of the business and these policies greatly affect the opinions of the customers (Koopmans and Mouter 2020).  The business is looking to attract the attention of the target market and therefore activities which assist the business to create a brand image would be undertaken considering long term future of the company. The business would also be able to customize the operations if it develops the network for the online mode of distribution and sales (Fischhoff 2015).
[bookmark: _Toc92062325]Conclusion
	The above discussion appropriately shows that the business of Amana Ltd is concerned with the progress of the competitors in the market especially through the online mode of operations. The management has taken a decision to switch to online operations but is consider two projects out of which one is to be selected. The analysis which is presented above utilizes the cost information for both the projects and also considers the benefits associated with the project to reach to a conclusion. The discussion above makes it clear that Project 1 which is development of own network for the company should be selected as it not only enhances the number of units which can be sold but also give control to the management over the online sales system unlike the Amazon option. The business would be able to interact with the customers more and thereby would be able to build a brand name for itself in the market. The business would also be developing long term assets which can be the key to competitive advantage in future for the company. In an overall basis, it can be said that the management should select the first option and implement the sales irrespective of the funds which are involved in the project.
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