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[bookmark: _meplv48ht8j3][bookmark: _Toc71291664](i). Control report 
Budgeting is the process where a company tries to predict its future business activity and, according to the prediction, creates a predicted budget (Bertram and Chi, 2018). The budget is created to arrange and allocate funds to different departments according to their needs. Budgeting is considered the financial planning process created by the management of a company. The budget may vary compared to the actual business conducted by the company, and the chance of variance is identified as a risk factor. Different risk factors may cause the difference between the planned budget and the original budget (Andjelic and Vesic, 2017).   Some of these risk factors are the financial environment of the country, political environment change, natural hazards, human-made problems in the company etc. budget should be made by experienced people so that the original budget can meet the goals of the planned budget. If the planned budget doesn't meet the goals, then the reputation and hopes of the Company decrease, and shareholders lose their interest to invest in the future.  The below table shows the Budget of Amana and its actual budget.  
	 
	Original budget
	 
	Actual budget
	Yearly Variance
	Yearly percentage change

	 
	Per Unit
	Total
	Monthly
	Per unit
	Total
	Monthly
	 
	 

	Units
	100000
	100000
	8333.3333
	80000
	80000
	6666.667
	200000000
	-20%

	Selling price
	25
	 
	 
	20
	 
	 
	 
	 

	Sale revenue
	 
	2500000
	208333.33
	 
	1600000
	133333.3
	 
	-36%

	Variable costs:
	 
	 
	 
	 
	 
	 
	 
	 

	Materials
	2.5
	250000
	20833.333
	 
	280000
	23333.33
	450000000
	12%

	Labour
	4
	400000
	33333.333
	 
	440000
	36666.67
	800000000
	10%

	Overhead
	1.5
	150000
	12500
	 
	120000
	10000
	450000000
	-20%

	Contribution
	17
	1700000
	141666.67
	 
	760000
	63333.33
	 
	-55%

	Fixed overheads:
	 
	 
	 
	 
	 
	 
	 
	 

	Warehouse rental
	 
	200000
	16666.667
	 
	170000
	14166.67
	450000000
	-15%

	Insurance
	 
	100000
	8333.3333
	 
	100000
	8333.333
	0
	0%

	Fulltime warehouse supervisor salary
	 
	50000
	4166.6667
	 
	35000
	2916.667
	112500000
	-30%

	Total fixed cost
	 
	350000
	29166.667
	 
	305000
	25416.67
	1012500000
	-13%

	Profit
	 
	1350000
	112500
	 
	455000
	37916.67
	 
	-66%


Table: Amanas Financial report
(Source: Self-created)
The above table shows the control report of Amana on a yearly and monthly basis for the original and actual budget. The yearly variance between the original budget and the actual budget has also been shown in the control report. 
The report shows that Amanas Sales volume decreased in the actual budget compared to the original budget.  Amana also decreases its selling price in the actual budget compared to the original budget. For crease in sales volume and sling price, Amana overall revenue decreased in the actual budget. A decrease in the selling volume means that Amana failed to achieve the targeted budget revenu, which is not a good sign.
In the variable cost, it can be observed that its metal cot and labour cost increased in the actual budget. An increase in the cost is not good for the company. However, the overhead cost decreased, which is appreciable. Due to the increase in material cost and overhead cost, company total variable cost increased, and the total contribution level decreased in the actual budget. A decrease in the contribution level is not a good sign for the Company (Chaurasia and Vijay, 2017).  
The fixed cost can be observed that its rental cost and supervisors' salary cost decrease in the actual budget, and the insurance cost remains unchanged.  A decrease in the fixed cost should be identified as a good sign for the company. But due to low revenue and an increase in the variable cost, companies overall profit decreased in the actual budget compared to the original budget plan. A decrease in the actual budget is not good for Amana, so further analysis of the budget needs to be done.  
The Variance calculations also show that except for insurance, all the costs and revenues has a high level of variance in the actual budget compared to the original budget. The variance level should be decreased by meeting the goals set by the original budget. 
[bookmark: _1sl173llia8p][bookmark: _Toc71291665](ii). Performance report of  Amana
Performance reports help to understand the overall performance of a company in a financial year. Performance reports can be created in different ways, such as comparing recent years performance with previous years performance. Or performance reports can be created by company financial performance with other similar companies (Schmidtova and Formanek, 2019). This project performance report has been made by comparing the actual budget with the original budget of Amana. 
If units sold are compared, it can be seen that Amanas sales volume decreased by 20%. Its selling price also decreased, and as a result, total sales revenue decreased by 36%. The company should try to increase its sales revenue compared to the original budget, so it can be said that Amanas performance on selling goods was not good. 
For the variable cost, it can be seen that the material cost and labour cost increased  12% and 10% accordingly, so the company was unable to manage its materials and labours properly. Although the overhead cost was reduced by 20%, the total variable increased. Due to the increase in the total variable cost and decrease in the revenue, the contribution decreased 55%. Decease of contribution to such a   high degree is not a good sign for the company. From this, it can be said that the performance of Amana to earn contribution was very poor in the Actual budget. 
Observing the fixed costs, it can be observed that Amana needed to decrease its rental costs and supervisor salary cost, and the insurance cost remained unchanged. This should be considered as the success of Amana. The total fixed cost reduced 13% in the actual compared to the original budget. 
In the case of total profit, it can be observed that Amanas total profit decreased by 66%, which is not a good sign for the company. From the budget it can be found that due to the high level of decrease in the contribution level, the decrease in the profit took place. 
For the overall conclusion of this section, it can be said that Amanas overall financial performance in the actual budget decreased compared to the original budget, which is not a good sign for the company. If this trend continues for multiple years, then companies investors will lose interest, and they may withdraw their investors (Ivanisević et al., 2019). Amana needs to increase its financial performance in the next year to meet the expectation of the original budget.  For increasing the financial performance, Amana can improve its revenu by selling more products, or it can increase selling price or do both. Amana also needs to improve its variable cost management process so that it does not drag down the contribution level of the company. Some recommendations have been provided in the next section that may help Amana to improve its financial performance in the upcoming years. 
[bookmark: _bzpn45wostku][bookmark: _Toc71291666](iii). Recommendation for Amana
The first recommendation that can be provided to Amana is that it needs to improve its sales volume. To improve its sales volume, Amana can implement a marketing strategy (Giam, 2017). The marketing strategy may include showing advertisements to TV channels or different social media. As an advertisement policy, it can also reach out to the potential customer through a campaign process where Amanas sales representatives will meet potential customers. In the awareness campaign process, Amana also needs to record the feedback of different customers. The feedback will help the company to understand the drawbacks of their products. Identifying the drawbacks of the product will help the company to improve its current product so that it can attract and satisfy larger numbers of customers (Brinckmann et al., 2019). A positive marketing campaign will also help the company to increase its brand value. 
The second suggestion that can be provided to Amana is that they need to increase their selling price. The brand value will help the company to attract customers who will buy their product in a premium proc. The increase in the price will also help Amana to increase its profit margin. 
As an internal strategy, Amana can use efficient floor management procs to decrease the labour cost. The floor management will help to reduce the labour working hour to produce a unit of product. As a result, the productivity of the company will increase.  Companies can also implement inventory management systems to stop the wastage of raw material (de Assis et al., 2017). The inventory management system will also help the company to reduce the stocking time and volume of finished products.  
To decrease the material cost, Amana can also change its supplier who is selling the product at a low price. It can also diversify suppliers to decrease the chance of monopoly. Diversifying the supplier also helps the company to eliminate the risk of shortage in raw materials. This helps the company to run a smooth production system, hence decreasing the cost of manufacturing hence total variable cost (Jo, 2017).
The fifth suggestion is to hire experienced supervisors who will guard the labourers in their work. Efficient supervisors will help the company to increase their labourer teamwork hence increasing efficiency. 
The last suggestion that can be provided is that a man should decrease his original budget target so that it can be achieved in the actual budget (Grennan and Michaely, 2019). This will maintain the satisfaction of its shareholders. If the target in the original budgets is decreased, then companies, financial performance will reflect better results in next year. However, this suggestion is not recommended to use by Amana at first. The company should try to improve its financial performance by doing an efficient amount of business.  Amana should also hire an experienced financial analyst team to create a budget in the next year. This wil help the company to have a budget which is closer to reality. The budget should also consider the changing situation of the market to become more efficient.  
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	Opening online store
	Opening Business in Amazon

	Items
	 ₤
	 ₤
	Items
	 ₤
	 ₤

	Revenue
	 
	 
	Revenue
	 
	 

	 
	Units sales online
	100000
	 
	 
	Unit of Sales
	65000
	 

	 
	Selling price
	20
	 
	 
	selling price
	20
	 

	Total revenue
	 
	2000000
	Total revenue
	 
	1300000

	Total costs
	 
	 
	Total cost
	 
	 

	 
	The setting of the delivery network
	150000
	 
	 
	Amazon fulfilment fees
	50000
	 

	 
	Upgrading website
	50000
	 
	 
	 
	 
	 

	 
	Salary of IT Programmer
	35000
	 
	 
	 
	 
	 

	Total cost
	 
	235000
	Total cost
	 
	50000

	Profit or loss
	 
	1765000
	Profit or loss
	 
	1250000


Table: Revenue in the case of starting a business in an online shop and Amazon
(Source: Self-created)
[bookmark: _uf5vvq77yf2j][bookmark: _Toc71291668]Observation
The case reflects that Amana is planning to reflect its 50% business online. So the 50% operating costs should have added to both the suggested business plans. However, the same value in both cases will not change the accession process. For the implication of the decision and calculation process, the 50% cost of operation has not been added. 
In the option of opening an online store, it can be seen that the sales volume is 100000, which is higher compared to the sales volume of Amazon at 65000.  The selling price in both cases remains the same at ₤20. Due to the change in sales volume, the sales revenue differs in both cases. For the online store option, the sales revenue is ₤2000000, and for Amazon, it is ₤1300000. From this, it can be said that sales revenue in the case of opening an online store is higher compared to doing business in Amazon. Observing the sales revenue, it can be recommended that Opening an online store is a better option; however, to reach a final conclusion, further observations are needed. 
In the case of the total cost, it can be seen that the option of opening an online shop has a total cost of ₤235000, and for Amazon, it is ₤50000. From this, it can be said that opening a business in Amazon is less costly compared to Opening an online shop. Hence the risk of dining business in Amazon is lower.
If the profit margin is considered, then it can be seen that Opening an online store brings a higher rate of profit compared to Amazon. The ultimate goal of a business is to make a higher rate of profit by investing in profitable investments (Bogáth, 2017). From this, it can be said that since opening an online store provides more profit, Amana should invest in the option. More detailed reasons to invest in the Online Store has been discussed in the letter part of the project. 
[bookmark: _rv4mulu731ly][bookmark: _Toc71291669]Recommendation
The profit calculation clearly shows that starting an online store is a more profitable option for Amana. However, the final decision to set up a store on an online platform has not been taken only by depending on this factor only. The factors that influenced the diction have been discussed in this section.
The case shows that Amana will not have full control over its pricing policy in the Amazon store. As a result, its profit margin can vary depending on Amazon's pricing procs, which is not preferable. On the other hand, the online shop provides full control over the pricing process. In the online shop, Amana can manipulate its processes at free will, which is a better option. 
Amazon doesn't connect the buyers and sellers directly. As a result, Amana will not be able to provide customer service to its customers if they choose amazon. It needs to be stated that providing satisfactory customer service is a very important task of a business. It helps to improve its brand value. Customer feedback can also be used to improve the product and business process (Dearman et al., 2018).  The online store provides Amana to connect with its customers directly, which is a very important factor. From this perspective, it can be said that setting up an online store is the best option for Amana. 
In the platform of Amazons, the information or identification of sellers is not prioritized. As a result of this identity crisis, the brand value of Amana will not improve in Amazon. However, on the opposite side, Amana is the only seller in the Online store; hence they will create brand value for them. The brand value will help the company to draw a larger number of customers in future hence improving its sales revenue (Grouev, 2020). 
Amana also will be able to reach international customers through the online store. This will help the company to increase its business frontier, hence increasing sales volume. The online store will also help the company to decrease the cost of maintaining physical tor or cost of good sold. A decrease in the cost will help the company to decrease its selling price without losing profitability margin. Reducing the selling price will help Amana to gain an advantage in the competitive market (Inchamnan et al., 2019). 
There are some risk factors also that need to be faced by Amana while setting up the online store. There are other companies that already have an online store, so Amana will have to compete with these stores to gain market. This challenge can be overcome by mana by implementing an efficient marketing strategy. Amana can start providing discounts at the beginning of their online business to attract customers.  Amana can also draw the attention of their loyal customers to the online stores, which will help the company to maintain its revenu at a stable rate. 
In the conclusion of this section, it can be said that if the risks are compared with opportunity, it becomes clear that for online stores, the opportunity is higher. So as a final recommendation, it should be said that Amana needs to build the online store rather than investing in the Amazon platform. 
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