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[bookmark: _Toc90015250][bookmark: _Toc90671822]i) Monthly control report showing original budget, flexed budget, and variances
In the following table the original budget and flexed budget have been shown. There is also the difference between the original and flexed budget in the variance column -
	
	
	Original Budget (£)
	[bookmark: _Hlk90642686]Flexed Budget (£)
	Variance
	

	Units
	
	100,000
	80,000
	(20,000)
	Adverse

	Sales Revenue 
	25
	2,500,000
	2,000,000
	(500,000)
	Adverse

	Variable costs
	
	
	
	
	

	Direct Materials 
	(2.50)
	(250,000)
	(200,000)
	50,000
	Favourable

	Direct Labour 
	(4.00)
	(400,000)
	(320,000)
	80,000
	Favourable

	Manufacturing Overhead
	(1.50)
	(150,000)
	(120,000)
	30,000
	Favourable

	Contribution Margin 
	17.00
	1,700,000
	1,360,000
	(340,000)
	Adverse

	Fixed Costs
	
	
	
	
	

	Warehouse rental 
	
	(200,000)
	(200,000)
	-
	

	Insurance
	
	(100,000)
	(100,000)
	-
	

	Fulltime warehouse 
supervisor salary 
	
	(50,000)
	(50,000)
	-
	

	Profit/loss 
	
	1,350,000
	1,010,000
	(340,000)
	Adverse


It is indicated that the company is in an adverse situation, if the flexed budget amount is less than the original budget in case of production, sales, contribution margin and profit. And when it comes to variable cost and fixed cost, the company will be in a favourable situation when the flexed budget amount is less than the original budget (Chen, 2020).

The table shown below contains the actual budget and flexed budget. The difference between the actual and flexed budget has been calculated in the variance column -
	
	
	Actual Budget (£)
	
	Flexed Budget (£) 
	Variance
	

	Units 
	
	80,000
	
	80,000
	
	

	Sales Revenue 
	20
	1,600,000
	25
	2,000,000
	400,000
	Adverse

	Variable costs
	
	
	
	
	
	

	Direct Materials 
	
	(280,000)
	(2.50)
	(200,000)
	80,000
	Adverse

	Direct Labour
	
	(440,000)
	(4)
	(320,000)
	120,000
	Adverse

	Manufacturing Overhead
	
	(120,000)
	(1.50)
	(120,000)
	
	

	Contribution Margin 
	
	760,000
	17
	1,360,000
	600,000
	Adverse

	Fixed Costs
	
	
	
	
	
	

	Warehouse rental 
	
	(170,000)
	
	(200,000)
	(30,000)
	Favourable

	Insurance 
	
	(100,000)
	
	(100,000)
	
	

	Fulltime warehouse
supervisor salary  
	
	(35,000)
	
	(50,000)
	(15,000)
	Favourable

	Profit/loss 
	
	455,000
	
	1,010,000
	555,000
	Adverse


If the actual budget amount is high less than the flexed budget in case of production, sales, contribution margin and profit, the company will be in an adverse situation. But when it comes to variable cost and fixed cost, company will be in a favourable situation if the actual budget amount is less than the flexed budget. Again, the company will be in an adverse situation, if the actual budget amount is higher than the flexed budget when it comes to variable costs and fixed costs (Pickering, 2017).

The table below is showing the original budget and actual budget. The variance column contains the difference between the original and actual budget -
	
	
	Original Budget (£)
	
	Actual Budget (£)
	Variance
	

	Units
	
	100,000
	
	80,000
	(20,000)
	Adverse

	Sales Revenue
	25
	2,500,000
	20
	1,600,000
	(900,000)
	Adverse

	Variable costs
	
	
	
	
	
	

	Direct Materials 
	(2.50)
	(250,000)
	
	(280,000)
	(30,000)
	Adverse

	Direct Labour 
	(4)
	(400,000)
	
	(440,000)
	(40,000)
	Adverse

	Manufacturing Overhead 
	(1.50)
	(150,000)
	
	(120,000)
	30,000
	Favourable

	Contribution Margin 
	17
	1,700,000
	
	760,000
	(940,000)
	Adverse

	Fixed Costs
	
	
	
	
	
	

	Warehouse rental 
	
	(200,000)
	
	(170,000)
	30,000
	Favourable

	Insurance
	
	(100,000)
	
	(100,000)
	
	

	Fulltime warehouse supervisor salary 
	
	(50,000)
	
	(35,000)
	15,000
	Favourable

	Profit/loss 
	
	1,350,000
	
	455,000
	(895,000)
	Adverse


When the actual budget amount is higher than the original budget in case of variable cost and fixed cost, the company will be in an adverse situation. The same situation will repeat, if the actual budget amount is less than the original budget in case of production, sales, contribution margin and profit. If the actual budget amount is less than the original budget in case of variable cost and fixed cost, the company will be in a favourable situation. (Dewhurst, J. and Burns, P., 2017).

[bookmark: _Toc90015251][bookmark: _Toc90671823]ii) Report on Amana’s performance during the year 2020
The following write-up refers to a performance report 2020 of Amana since it will assess the overall performance of Amana Ltd and describe the success based on the control report shown above. Besides that, the report is very useful for giving recommendations to the company with an aim of enhancing the decision-making procedure.
Amana ltd is basically a family-owned tourism company based in England. Their core activity is selling souvenirs to visitors. Throughout the 40 years of their successful business, the company has specialized in understanding the dynamic nature of tourism industry. As the UK government imposed several restrictions on travelling due to COVID-19 pandemic crisis, the whole tourism industry was hugely affected. Amana Ltd was no exception in this case. The company faced a massive revenue downfall in Aprill 2020 which was somewhat recovered in summer of the same year. But the lockdown between December 2020 and February 2021 diminished the additional revenue. Till this time, the company has conducted their business using only their physical stores with a functional website as their marketing channel.
The given cost breakdown of their products and the calculated control report indicates that despite the increase in their per unit selling price, the company is doing a poor performance. The reason behind this can be the high expenditure. It could be brought under control. On the contrary, the fixed costs were perfectly under control.
There are overall three tables in the control report in (i) among which the first table contains the original budget and the flexed budget. The calculation showed that the flexed budget was £340,000 lower than the original budget. This refers to the company, financially, is in a very difficult position. Then the calculation in the second table shows that the flexed budget is £555,000 higher than the actual budget. It also refers to Amana’s difficult position financially. And then the last table contains the original budget and the actual budget. The calculation, there, shows that the original budget is £895,000 higher than the actual budget. This yielded an overall difficult situation for the company financially. But the focus is shifted on just the fixed costs, it can be said that the company is in a favourable position in case of fixed costs.
This report reflects only the accumulated calculation between the original and flexed budget, actual and flexed budget, original and actual budget. So, the conclusion drawn from this report is – Amana Ltd is in an indigent state due to operation slowdown during COVID-19 pandemic crisis.
[bookmark: _Toc90015252][bookmark: _Toc90671824]iii) Recommendations for Amana Ltd 
The performance report described in (ii) was based on the calculation from (i) which shows the difficult time of Amana Ltd. To overcome this situation, the company should work on their unit sales improvement. This measure also includes controlling the variable costs so that the operating activities still remain profitable. In this regard, Amana Ltd can focus on the following aspects –
[bookmark: _Toc90671825]a. Customer Satisfaction
It is no unknown fact that emphasizing the customers’ need is the first and foremost method to boost the sales amount. Learning what the customers value the most is a crucial step here. After that, Amana will have to find out its customers’ pain-points. The company can promote their product as a solution according to the issues that Amana’s customers are facing. The product may contain innovative features that will ease the customers’ day-to-day activities. This will encourage the customers to choose Amana’s product over that of the competitors. 
[bookmark: _Toc90671826]b. Technology Adaption
In this era of advanced technology, people are being more attracted to the digital features of goods and services that they are using on a regular basis. Amana Ltd should consider and utilize this societal shift to their best interests. Incorporating unique features in their souvenirs will be a great touch to the company’s product development. Apart from that, the company can also use business-related technological equipment for enhancing their manufacturing and distribution process. This will assist the company is reducing their operating costs in the long run to a great extent.
[bookmark: _Toc90671827]c. Complete Knowledge of the Rivals
Amana Ltd needs to thoroughly study their competitors in order to differentiate themselves and stand out in the market. The market research will help the company decide their own Unique Selling Point (USP). In this regard, the company can integrate their marketing and distribution activities. This measure will not only maximize their sales, but also reduce their operating expenses. Besides that, the market research will also be beneficial for letting the company gain knowledge about industry standards. Setting benchmarks against the rivals would be a great indicator of cost reduction and, therefore, sales volume maximization (Indeed, 2021).
[bookmark: _Toc90671828]d. Labour Outsourcing
Labour outsourcing can be an affective method in maximize work efficiency and boost morale. Most of the cases, companies choose the option of outsourcing and gradually the quality of their products and services gets compromised in the process. If Amana chooses this step, they should give an extra effort on maintaining the quality of their products. To do this, the company should have a clear conversation with the newcomers about their products quality and expectations. However, the company can also conduct a training session to ensure the matter.
[bookmark: _Toc90671829]e. Bonuses & Incentives
There is no way of people would reject discounts, bonuses and incentives. Amana Ltd can attach discounts with their products to attract more customers. This is crucial for amplifying brand loyalty. Again, bonuses and incentives can be offered to the employees to motivate them to gain a sense of responsibility. This will result in a boost of morale. In similar way, the company should approach the suppliers with discount offers with a purpose of reducing variable costs (Fsalvador, 2019). The suppliers’ negotiation skill is very critical in this case.
[bookmark: _Toc90015253][bookmark: _Toc90671830]Part B
[bookmark: _Toc90671831]Analysis of Mr. Amana’s Decision
After scrutinizing the competitors’ operations, Mr. Amana has come to realize that majority of his competitors in the United Kingdom, United States and Europe are now conducting online businesses. To adapt to this technological shift, Mr. Amana has taken this bold decision to discontinue the branches in Brighton, Birmingham city centre and Manchester city so that he could streamline the business activities. Some of the reason behind this decision was also about shifting 50% of their sales online and saving costs. Although the probability of reaching new customer base is minimized, those branches could be advantageous options for increased customer loyalty. Besides that, maintaining those physical stores includes heavy variable expenses. Considering these aspects, the decision of shifting to online seems quite justified. Moreover, the company actually has the potential to achieve a good following in quite a short time as well as maintain that via the online operations.
While making this decision of shutting down these centres, Mr. Amana contemplated the cost of setting up their own online shop - £150,000 for the shop setup, £35,000 for the IT programmer, £50,000 for current website upgrade to mug up the high sales volume. However, the company can ensure the sales of at least 100,000 units annually in this way based on the market research. But the company also has an alternative to sustain Mr. Amana’s decision which is selling their products via Amazon. To follow this option, the company has to take some of the expenses into consideration as well, such as £50,000 for Amazon fulfilment cost. The company will not have any control over the pricing and retuning policy. Again, only 65,000 units of sales each year will be ensured due to the intense competition on Amazon platform.
Considering the two alternatives, the option of selling souvenirs via Amazon seems better than the other. The company should choose Amazon over their own shop for at least the first couple of years in order to sustain their shift to online. The rationales are given below - 
[bookmark: _Toc90671832]a. Unwavering Yield
The first and foremost thing that Amana should consider in this case is the return they will be getting. If Amana chooses to continue with their own shop, they will have to spend a massive amount in their initial stage. There is no guarantee that the initial page setup cost can be covered in any time soon. Nevertheless, the company will also have to incur £35,000 each year for the IT programmer. On the contrary, the company will have to repeat a certain amount in each year as a fulfilment cost for Amazon with a guarantee of 65,000 units of sales per year. Since the company will not have any authority over the pricing policy, the return will be steady in this case.
[bookmark: _Toc90671833]b. Amana’s Visibility
Outside the box of the investment and return scale, Amana should consider in which platform the company will achieve greater exposure, especially in the United Kingdom, United States and Europe. If the company choose their own website, it will attract comparatively low traction for a significant amount of time. On top of that, the chances of new customers stumbling upon their website is very low. As a result, Amana will have to be spending more for marketing purpose to boost their brand recognition across locations. But this shortcoming can be avoided by selling through Amazon. It is literally dominating the e-commerce marketplace sector with its billions of visitors each month. Besides that, the platform contains a very consistent traffic. Amana will get more exposure in Amazon as many potential customers simply browse through the platform with a hope of finding sustainable products (Amazon, E.C., 2015). Again, there is option for retail companies to write about their brand stories which make them look more professional and approachable (Molzi, 2020). Amana can try that feature as well for enhancing their sales volume.
[bookmark: _Toc90671834]c. In-depth Knowledge of Market Trends
Conducting business through Amana’s own website will bring the company fewer information about what is actually going on in the current market. Whereas, the company will acquire more appropriate insights of market trends if they continue their operations through Amazon. As Amana will be in a vast marketplace, it will easier for the company to realize what kind of souvenirs people are actually purchasing and what kind of souvenirs are the least conventional. Moreover, there will be a significant amount of time in Amana’s hand for market research if they, later on, wish to setup their own specialized shop.
[bookmark: _Toc90671835]d. Less Vulnerability to Market Shifts
It was mentioned very clearly in the question that in case of choosing Amazon, the company will have less control over their pricing policy as well as retuning policy. Most of these policies will set by Amazon which is why the company’s vulnerability towards the shifts in the market will be reduced to some extent. It is natural that a customer will be more confident about a product on Amazon than that of an unrecognized web store. Therefore, Amana will achieve credibility in front of the customers if they start their business on Amazon. In addition to the brand affinity development, the platform will also assist Amana in launching their new products successfully.
[bookmark: _Toc90671836]e. Labour Hours Optimization
Amana will be able utilize their current labour force for organizing and shipping their products to Amazon more efficiently when their brick-and-mortar sales is slow, if they conduct their business through Amazon. Since Amazon takes over the payment procedure, products shipment, automatic inventory update as well as the client inquiries, the company gets spared of plenty of service and distribution hassle (Johnson, 2019). Amazon’s flexibility and agility is just something that every company hopes to achieve. Contrarywise, Amana will have to put up with the mentioned jobs if they decide to continue with their own web store.
It is not implied, at all, that the option of setting up Amana’s own webstore should be completely diminished. Every established company seems to have their own well-designed website. But as Amana has been operating in specific areas with limited customer base, it will not be a wise option to setting up their own website at the very first stage. The company should operate via Amazon in order to gain more practical exposure. Only after that, they can plan for the other choice to have a firm spotlight. 
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