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[bookmark: _Toc90015250]i) Preparing the monthly control report showing original budget, flexed budget, and variances:
In the following table the original budget and flexed budget are showing. Also the difference between the original and flexed budget are displaying in the variance column. 
	Particulars 
	
	 Original 
	 Flexed 
	 Variance 
	

	
 Production 
	
	                                        100,000.00 
	                                    80,000.00 
	                     (20,000.00)
	 
Adverse 

	 
Sales 
	        25.00 
	                                    2,500,000.00 
	                              2,000,000.00 
	                   (500,000.00)
	
 Adverse 

	 
Variable costs: 
	
	
	
	                                       -   
	

	 
Direct Materials 
	        (2.50)
	                                      (250,000.00)
	                               (200,000.00)
	                        50,000.00 
	 
Favourable 

	 
Direct Labour 
	        (4.00)
	                                      (400,000.00)
	                               (320,000.00)
	                        80,000.00 
	 
Favourable 

	 
Variable overheads 
	        (1.50)
	                                      (150,000.00)
	                               (120,000.00)
	                        30,000.00 
	 
Favourable 

	
 Contribution Margin 
	        17.00 
	                                    1,700,000.00 
	                              1,360,000.00 
	                   (340,000.00)
	 
Adverse 

	 Fixed Costs: 
	
	
	
	                                       
	

	 Warehouse rental 
	
	                                      (200,000.00)
	                               (200,000.00)
	                                       -   
	

	Insurance
	
	                                      (100,000.00)
	                               (100,000.00)
	                                       -   
	

	Fulltime warehouse 
supervisor salary 
	
	                                        (50,000.00)
	                                  (50,000.00)
	                                       -   
	

	 
Profit/loss 
	
	                                    1,350,000.00 
	                              1,010,000.00 
	 
(340,000.00)
	 
Adverse 


If the flexed budget amount is less than the original budget in case of production, sales, contribution margin and profit, it indicates that the company is in an adverse situation. If the flexed budget amount is less than the original budget in case of variable cost and fixed cost, it means the company is in a favourable situation (Layne, W.A., 2018).


In the following table the actual budget and flexed budget are showing. Also the difference between the actual and flexed budget are displaying in the variance column. 
	Particulars 
	
	 Actual 
	
	 Flexed 
	 Variance 
	

	 
Production 
	
	                                          80,000.00 
	
	                                          80,000.00 
	                                    -   
	

	 
Sales 
	               20
	                                    1,600,000.00 
	               25.00 
	                                    2,000,000.00 
	                  400,000.00 
	
 Adverse 

	Variable costs: 
	
	
	
	
	
	

	
 Direct Materials 
	
	                                     (280,000.00)
	               (2.50)
	                                     (200,000.00)
	                    80,000.00 
	
 Adverse 

	
 Direct Labour 
	
	                                     (440,000.00)
	               (4.00)
	                                     (320,000.00)
	                  120,000.00 
	
 Adverse 

	
 Variable overheads 
	
	                                     (120,000.00)
	               (1.50)
	                                     (120,000.00)
	                                    -   
	

	
 Contribution Margin 
	
	                                       760,000.00 
	               17.00 
	                                    1,360,000.00 
	                  600,000.00 
	
 Adverse 

	 Fixed Costs: 
	
	
	
	
	
	

	
 Warehouse rental 
	
	                                     (170,000.00)
	
	                                     (200,000.00)
	                  (30,000.00)
	
 Favourable 

	
 Insurance 
	
	                                     (100,000.00)
	
	                                     (100,000.00)
	                                    -   
	

	Fulltime warehouse
supervisor salary  
	
	                                       (35,000.00)
	
	                                       (50,000.00)
	                  (15,000.00)
	
 Favourable 

	
 Profit/loss 
	
	                                       455,000.00 
	
	                                    1,010,000.00 
	                  555,000.00 
	
 Adverse 


If the flexed budget amount is higher than the actual budget in case of production, sales, contribution margin and profit, it indicates that the company is in an adverse situation. If the flexed budget amount is higher than the actual budget in case of variable cost and fixed cost, it means company is in a favourable situation (Shank, J.K. and Churchill, N.C., 2015). On the other hand, if the flexed budget amount is less than the actual budget in case of variable cost and fixed cost, it means the company is in an adverse situation.



In the following table the original budget and actual budget are showing. Also the difference between the original and actual budget are displaying in the variance column. 
	Particulars
	
	Original
	
	Actual
	Variance
	

	 
Production 
	
	                                       100,000.00 
	
	                                         80,000.00 
	                   (20,000.00)
	
Adverse

	 
Sales 
	              25.00 
	                                    2,500,000.00 
	20
	                                   1,600,000.00 
	                (900,000.00)
	
Adverse

	
 Variable costs: 
	
	
	
	
	
	

	
 Direct Materials 
	              (2.50)
	                                     (250,000.00)
	
	                                     (280,000.00)
	                   (30,000.00)
	
Adverse

	
 Direct Labour 
	              (4.00)
	                                     (400,000.00)
	
	                                     (440,000.00)
	                   (40,000.00)
	
Adverse

	
 Variable overheads 
	              (1.50)
	                                     (150,000.00)
	
	                                     (120,000.00)
	                     30,000.00 
	
Favourable

	 Contribution Margin 
	              17.00 
	                                    1,700,000.00 
	
	                                       760,000.00 
	                (940,000.00)
	
Adverse

	
 Fixed Costs: 
	
	
	
	
	
	

	
 Warehouse rental 
	
	                                     (200,000.00)
	
	                                     (170,000.00)
	                     30,000.00 
	
Favourable

	
Insurance
	
	                                     (100,000.00)
	
	                                     (100,000.00)
	                                    -   
	

	Fulltime warehouse
 supervisor salary 
	
	                                       (50,000.00)
	
	                                       (35,000.00)
	                     15,000.00 
	
Favourable

	
 Profit/loss 
	
	                                    1,350,000.00 
	
	                                       455,000.00 
	                (895,000.00)
	
Adverse


If the actual budget amount is less than the original budget in case of production, sales, contribution margin and profit, it indicates that the company is in an adverse situation. If the actual budget amount is less than the original budget in case of variable cost and fixed cost, it means the company is in a favourable situation. On the other hand, if the actual budget amount is higher than the original budget in case of variable cost and fixed cost, it means company is in an adverse situation (Dewhurst, J. and Burns, P., 2017).


[bookmark: _Toc90015251]ii) Preparing a report on Amana’s performance
A document that a corporation prepares in order to describe and assess the overall success of the organization is known as performance report. It gives a high-level summary of the company's overall performance. As a result, performance reports primarily gather particular job performance data and evaluate it, after which they make recommendations to assist in decision-making.
In the given question, Amana Ltd is a tourism company based in England that specializes in the sale of souvenirs to visitors. They have gained an understanding of the changing dynamics of the tourist sector. Recently, the Covid-19 outbreak broke out in England, prompting the government to implement travel and movement restrictions, which had a negative influence on the tourist business to a significant degree. Amana's revenue suffered a significant decrease in April 2020 as tourists were unable to travel for the Easter holidays. Sales recovered a little in the summer of 2020; nevertheless, the long - lasting lockdown completely depleted any increased income that had been generated during the summer months. The company Amana ltd has only ever conducted business via physical locations, with a functional website acting as a marketing avenue for its products and services.
For Amana ltd, the real data reveals that Amana has a poor overall performance. Although per unit selling price has improved, the expenditures have not been brought under control. The fixed costs have been brought under control. Profitability has underperformed in the big scheme of things (Chapman, J.D. and Wahlers, R.G., 2020).
With regard to production, sales, contribution margin, and profit, Table 1 shows that the flexible budget amount is smaller than the original budget amount in all cases, which indicates that the firm is in a difficult financial condition. However, in the case of variable costs, the flexible budget amount is less than the original budget amount, indicating that the organization is in a favourable financial position.
When the flexed budget amount is more than the actual budget amount in the case of sales, contribution margin, and profit in Table 2, it shows that the firm is in a difficult financial condition. In addition, when it comes to variable expenses, the actual budget amount is larger than the flexed budget amount, indicating that the organization is in a difficult financial condition (Stevens, P. and Kriefman, B., 2017). However, the flexible budget amount is more than the actual budget amount for the fixed cost, indicating that the corporation is in a more advantageous position in the case of fixed costs than in the case of variable costs.
When it comes to production, sales, contribution margin, and profit, the actual budget amount is less than the original budget amount in Table 3, which suggests the firm is in a difficult financial condition. However, in the case of variable expenses, the actual budget amount is larger than the initial budget amount, indicating that the organization is in a negative financial condition (Dewhurst, J. and Burns, P., 2015). In the case of fixed expenses, on the other hand, the actual budget amount is less than the original budget amount, indicating that the firm is in a favourable position with regard to fixed costs.
[bookmark: _Toc90015252]iii) Providing recommendations to Amana’s CEO on areas of improvement 
Amana must invest in order to improve its unit sales while also controlling variable expenses in order for the operating activity to remain profitable. They can increase the sales volume by applying the followings:
Focus on the customer's needs
An effective method for boosting the volume of sales is to emphasize the product's advantages to customers. A product's advantages might assist a buyer to decide whether it's worth their money.
Know the rivals
In order to come up with a unique selling point for the product, they need to do some market research on the competition.
Learn about the issues that clients face
Another strategy to boost overall sales is to portray the product as an answer to a problem the buyer is having. This may be done by describing the problems that buyers have in the market and how the product can solve them. It's possible the consumer has difficulty managing their time, and the product provides a time-saving feature that might be included in the pitch.
Marketing and sales should be integrated
Advertising & distribution processes may be combined or aligned in order to increase sales volume. These new leads or tactics for the sales team can come from this partnership between sales and marketing.
Encourage customers to buy
Incentives, such as bonuses, may be offered to sales staff to motivate them to sell more goods.
Arrange reward for new customers
In addition to increasing sales, promotions may also bring in new clients. New clients may be given a discount for purchasing more than 1 product at a time. When an offer is limited, buyers are more likely to purchase more compared to what they would have if the deal was open-ended (indeed.com, 2021).
Amana Ltd can apply the following method to control their variable cost:
Look for Ways to Minimize Variable Expenses
Their company strategy should contain the objective of lowering variable expenditures. Besides that, they analyse the company strategy every week, searching for methods to add alternatives and evaluate them.
Labour may be outsourced
If outsourcing labour helps them to increase efficiency, they should do it. When they are outsourcing, they need to make sure that they don't compromise on quality and service. These expectations must be communicated to new hires, and they must be fulfilled. Only in this manner will they be able to save money on labour.
Reduce Expenses and Costs
They need to assess the worth of each business sector in relation to the costs associated with it. Avoid areas that cost a lot of money without making a big difference on the bottom line.
Strike Deals with Vendors for Lower Prices
Similarly, they should approach suppliers for bulk discounts in the same manner that they give purchasers discounts. Vendor negotiation skills are critical to reducing variable costs.
Accelerate Production and Sales
They should learn all they can about how things are made and sold. They may be able to increase their efficiency in certain areas. They will benefit from these cost-cutting suggestions.
Incorporate business-related technology
When possible, they should use technological equipment in those areas and procedures where it makes perfect sense. One of the finest investments one can make is in technology, even if it may seem to be a large cost at first. However, it will save hours and money in the long run. That implies saving money as well (Camino Financial, 2021).
[bookmark: _Toc90015253]Part B
A wise choice was made by Mr. Amana to shift 50 percent of their operations from an offline to an online channel in order to save costs. His company's outlets in Brighton, Birmingham city centre, and Manchester city centre would only be able to serve a certain region or segment of the population. Even though Amana Souvenirs may benefit from the existence of these locations in terms of increased client loyalty, the company's ability to reach new consumer bases would be limited, and the costs involved with operating retail stores would be significant. Amana Goods has the potential to massively expand its market and consumer base by channelling half of its expected sales via an online strategy that targets the United Kingdom, Europe, and the United States. It may also strategy to relocate its remaining offline locations in order to better serve its domestic client base and loyalists at the same time.
Customers in the United Kingdom, Europe, and the United States have noted that many of Mr Amana's rivals are now selling their products online. When it comes to reorganizing the company's operations and moving half of its sales online, he's contemplating shutting the Brighton, Birmingham, and Manchester city centres. When making this selection, a number of considerations must be taken into account.They will have to spend £150,000 for the initial setup of the delivery network. A full-time IT programmer makes £35,000 a year but updating the present website to accommodate high volumes of sales costs £50,000. A minimum of 100,000 units will be sold each year based on market research.Selling straight on Amazon is an option for the firm, but they'll need to take into account the following considerations.
The high rivalry between other vendors and Amana souvenirs on various channels – Amazon fulfilment costs – £50,000 if demand is high enough, Amazon will guarantee that 65,000 copies will be sold each year. Control over price and return policies is not in their hands.
Considering the above factors, when it comes to selecting an internet sales channel, Mr Amana has 2 alternatives to consider. However, although setting up a specialized online shop may ensure sales of 100,000 units per year, it comes at a hefty cost of GBP 200,000 for the initial setup and GBP 35,000 per year in ongoing costs. Selling on Amazon, on the other hand, would incur a yearly repeating cost of £50,000 although ensuring the sale of 65,000 items each year.
Beyond the investment choice that would be required based on the aforementioned amount, Mr Amana would have to consider the brand's present visibility in the UK, Europe, and the United States, as well as the marketing costs that would be required to boost brand recognition in these locations. Due to the fact that it was only functioning via offline storefronts in a few areas around the United Kingdom, it may be assumed that the brand's recognition is restricted to certain regions of the country.
Taking all of the facts into consideration, it would be ideal for Mr Amana to investigate selling through Amazon for at least the first two years of his business. However, despite the fact that it is likely to encounter significant challenge through this seller area, it will provide Mr Aman with accurate information regarding the level of product acceptance in the selected market, allowing him to tailor marketing campaigns in order to increase customer trust and brand loyalty over time. Mr Amana may choose to explore establishing a specialized online shop for Amana souvenirs after successfully developing the product's brand recognition in the market segment in the first 1-2 years of business operations (Helium 10, 2021).
Though having their own website gives them a "spotlight" to draw attention away from the competition. As accurate as that may be, they nonetheless require an audience in order for them to rise to prominence. "Traffic" is the term for this in the e-commerce business. Unlike in the real world, internet traffic keeps things moving, boosts revenue, and generally signals success for most businesses. When it comes to running an internet company, traffic is the grease and the lifeblood of the operation. Amazon has the most consistent, high-buying-intent traffic of any website. As of 2020, Amazon dominates e-commerce marketplace traffic by an almost hilarious margin. Since these figures are in the tens of millions, Amazon receives around 3.6 billion visitors per month. With this type of access to so many online buyers in one spot, they won't find it anyplace else on the web. It's not a surprise that Amazon is the very first site many consumers go to when they're looking for a product. In addition to attracting a steady stream of consumers, Amazon is also a popular destination for those who want to purchase anything. Amazon accounts for 47 per cent of all online sales globally (Amazon, E.C., 2015), even though "brand websites" produce 18 per cent of those transactions. To understand why Amazon is so popular with online merchants, it helps to track success back to income, profit, sales, and eventually the customer's choice to purchase.
Mr Amana’s company will get the following benefits if they start selling on amazon:
Increased sales
Several millions of people use Amazon to make purchases each month. Every retailer obtains credibility and confidence by putting their items on Amazon. This is due to the fact that certain customers are more inclined to purchase an item from Amazon than from an unknown store. The promise of high quality and excellent customer service from Amazon persuades many customers to purchase items from the company online (Ennico, C., 2015).
Inexpensive advertising
There are millions of people that visit Amazon every day, and they will have access to them. As long as they have a niche and a saturated market, they may start selling right away without any big marketing efforts. Shoppers looking for items on Amazon may simply locate them due to the site's own search engine.
Increased consumer base
Increasing sales might be made easier with the support of online retail giant Amazon. Instead of looking for a particular retailer, Amazon customers are frequently looking for things. When customers search for things they're interested in online, they'll be able to find Mr. Amana’s  store and learn more about it (Cons, 2021).
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