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Budgeting is the price where cost and profit predictions for the future are made. In the budgeting process, the actual performance is compared with the budget predicted to understand a company's performance (Grouev, 2020). Variance is when percentage change between two figures is calculated (Qin et al., 2017). 
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Figure 1: Amanas financial report
(Source: Self-created)
[bookmark: _b7de7ohwj6l1][bookmark: _Toc71126279](i). Control report 
The Figure shows the control report for Amana according to the original budget and actual budget. The control report also shows the monthly costs and profit and yearly variance for Aaman. The calculation shows that at first, the sales revenue has been calculated for the Actual and Original budget. The yearly sales revenue in the Original budget is  ₤2500000, and in the actual budget, it is  ₤1600000. The monthly revenue for the actual budget is  ₤133333, and for the Original budget, it is  ₤208333. The calculation shows that the sales revenue decreases in the actual budget compared to the original budget yearly. The decrease rate of variance is "-36%". The Unit sale also decreases in the Actual budget compared to the original budget. The yearly unit sales variance is "-20%".
Under the variable cost, some costs have been allocated, such as material cost, labour cost and overhead cost. In the case of the Original budget, it can be seen that the material cost is  ₤250000 yearly. The yearly labour cost is  ₤400000 in the Original budget. The yearly overhead cost is  ₤150000 in the original budget. The monthly material cost on the original budget is  ₤20833. The monthly labour cost in the original budget is  ₤33333. The monthly overhead cost in the original budget is  ₤12500. 
The yearly material cost is the actual budget is  ₤280000. The yearly labour cost in the actual budget is  ₤440000. The yearly overhead cost in the actual budget is  ₤120000. In the actual budget for the monthly basis, it can be seen that the labour cost is  ₤36666, the material cost is  ₤23333, and the overhead cost is  ₤10000. The material cost increases 12%, the labour cost increases 10%, and the overhead cost decreases 20%.
The contribution for the original budget yearly is  ₤1700000, and monthly, it is  ₤141666. For the Actual budget, the contribution yearly is  ₤760000, and every month, it is  ₤63333. The contribution level in the actual budget decreases 55% 
yearly.
There are some costs under the fixed overhead costs such as Warehouse rental, insurance, and Full-time warehouse supervisors salary.  In the original budget, it can be seen that yearly, the ware house rental cost is  ₤200000, insurance cost is  ₤100000, supervisor's salary is ₤50000. Monthly, the warehouse rental is  ₤16666, insurance is  ₤8333, and the supervisor's salary is 29166. In the Actual budget, observation can be made that on an annual basis, the wear house rental cost is  ₤170000, insurance cost is  ₤100000, supervisor's salary provided is ₤35000. Every month, the warehouse rental cost is  ₤14166, the insurance cost is  ₤8333, and the supervisor's salary is 29166. In the case of yearly variance, it can be seen that warehouse rental decreases 15%s in the Actual budget. The insurance cost does not change; the supervisors salary payment decreases by 30% yearly. 
The total fixed in the original budget yearly is ₤350000, and monthly, it is ₤29166. For the Actual budget, the total fixed cost yearly is ₤305000, and monthly, it is ₤37916.  The total fixed cost decreased 13% in the actual budget.
The profit in the original budget yearly is ₤135000, and monthly, it is ₤11250. In the actual budget, the profit yearly is ₤455000, and monthly, it is ₤37916. The profit margin decreased 66% in the actual budget compared to the original budget. A decrease in the profit margin is not good for the company, so it can be said that Amanas should improve its profit margin in the next financial year to meet the original budget's expectation (Giam,  2017). 
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Performance reports help us understand a business's overall performance compared to the business plan (Kamau et al., 2917). The business plan has been shown in the original budget, and the Actual budget shows the real-life performance of Amana.  
Comparing the original budget and actual budget, it can be shown that units sold have decreased  20% in the actual scenario. The company also decreased the selling price per unit, and as a result, the revenue of the company decreased 36% compared to planned revenue. A decrease in revenue is not good for Buisness. So it can be said that Amana should increase its sales volume or selling price to maintain the sales revenue to the original budget level.  
For the case of Variable cost, it can be observed that the cost of material and labour increases 12% and 10% accordingly in the actual budget compared to the original budget. An increase in the cot is also not a good sign for the company. They need to decrease their variable cost in the operating activity. Due to the decrease in the revenue and increase in the cost, the contribution has decreased in the actual budget. The contribution decrease rate is 55%. The Buisness needs to improve its actual contribution level by increasing the sales revenue and decreasing the variable cost (Srithongrung et al., 2021). 
The fixed overhead shows that the warehouse rental and supervisor salary decrease in the actual budget. The insurance costs remain unchanged, and as a result, the total fixed cost decreases 13% in the actual budget. The decrease in the fixed overhead cost is a good sign for the business; however, they should decrease these costs further to improve the profitability margin. 
The profit margin in the actual budget decreased 66% compared to the original budget. The main reason for this decreased profitability is that company revenue decreased, and the variable cost increases. Amana needs to take precautionary actions in future financial years to stop such profitability margin decrease. 
For the report, overall, it can be said that the business did not perform according to the expectation. There is a huge decrease between the actual profit margin and the original profit margin. The company should meet or reach close to the original budget in the actual budget. Otherwise, the company may face financial loss in future years. The company can also decrease the expected reflected in the original budget so that it can reflect a positive financial report. Reflecting a positive report is a very important factor for a company (Nekhaychuk et al., 2019). A positive report helps to motivate the employees. It also helps to attract new inventors, which increase the capital resources. With the increased capital resources, the company can spread its business further hence improving its profitability margin. 
In the conclusion of this section, it needs to be said that the budget should reflect the goals which can be achieved within a time. If the goal reflected in the budget is too high, then it creates a negative effect on the business, increasing its efficiency. A budget should be created by experienced budget makers to avoid the negative effect of the poor budgeting process (Bertram and Chi, 2018).  
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There are some recommendations that can be provided to Amana to improve the business position. The first recommendation that can be provided is that it should decrease its variable costs. The report shows that the material cost is increasing in the actual budget compared to the original budget. To improve the material cost, Amana can change its supplier and buy from the supplier who sells at a lower price. The carrying and storage cost of raw materials can also be decreased by decreasing the raw material storage capacity and changing the operator who carries the raw material. 
The labour cost is also increasing, which need to be decreased. To decrease the labour cost, labourers need to be observed by an efficient supervisor (Chaurasia and Vijay, 2017). Monitoring the labour will decrease the work capacity of every worker, hence increasing productivity. Floor management can also be conducted to decrease the number of labour that is required in the business. Decreasing the number of labour will decrease the total labour cost. 
The report shows that the business has faced a decrease in its selling volume. Businesses do not have a marketing strategy. So Amana should implement a marketing strategy to improve the sales volume.  An increase in the demand will also improve the selling price hence improving the total sales revenue of the business. There are various marketing strategies that can be used, such as showing advertisements on television, social media etc. (Xiao and O'Neill, 2018). Business can also start an awareness campaign to reach potential customers as a marketing strategy. It is expected that if the marketing strategy works properly, then it will attract a large number of customers and improve the profitability margin. 
The expectation in the original budgeting can also be decreased so that it can match with the actual budget. This will improve the financial report of the company. However, this solution is not recommended because an actual decrease in the original budget figure will not improve the financial situation of the company (Jo, 2017). Although the expectation reflected in the original budget should be achievable in reality, so the original budgets should be reviewed in future to increase their efficiency. 
Amana can also hire a higher experienced advisor who can guide the business to increase its profit margin.  However, hiring an advisor will increase the cost of the company, so this option should be considered carefully by the business. 
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Figure 2: Revenue in the case of starting a business in online shop and Amazon
(Source: Self-created)
Analysis
The case study shows that Amana is planning to shift its 50% business online. So the 50% operating costs should have also added to the cost calculation of the Online Store and Amazon store. However, these figures would have remained the same, so for the simplification of the calculation, only the setup cost of new businesses was considered. 
The option of opening an online store shows that it has a total revenue of ₤2000000. The unit old in this case is 100000, and the selling price is ₤20. The total cost in the online store establishment process is ₤235000. The profit in the case of opening an online store is ₤1765000.
In the option of selling on Amazon, the total revenue is ₤1300000. The unit sold is 65000, and the price of the unit is 20. The total cost for opening a business on Amazon is ₤500000. The profit in the option of selling in Amazon is ₤1250000.
From this, it can be said that establishing an online store is a costlier process compared to selling in Amazon. However, the profit margin in the online store is higher compared to Amazon because the revenue in online stores is high. 
From the above discussion, it can be said that establishing online stores is much more profitable, so this business plan should be used by Amana. 
Recommendation
From the profit calculation of Online shops and Amazon, it is clear that setting up an online store is more profitable for Amana. The option of setting up a store in Amazon also has some non-financial drawbacks. The first drawback is that in the Amazon store, Amana will not have full control over the selling price (Inchamnan et al., 2019). The selling price will be manipulated by Amazon, according to their business plans. This increases the business risk for Amana. The opportunity to earn revenue may also decrease due to this reason. Amana also does not have any control over the return policy in Amazon, which can create quality control issues.
On the other hand, if the option of opening an online store is analysed, it can be observed that Amana will have full control over this business process. It can change the selling price according to their will. The online shop also helps Amana to create a brand value which can improve its customer number in future. In the case of Amazon, there are a large number of sellers who are selling the same product, and as a result, there is no option of creating brand value (Grennan and Michaely, 2019).  
Amana will also have full control over its return policy. They will be able to contact their customers directly in the online store business model. Contacting customers will help the company to provide efficient customer care service. Providing efficient customer care will help the company to create a loyal customer base which will stabilise the profitability margin of the company (Rehncrona and Thufvesson, 2019). 
However, starting an online store from the beginning is a challenging process. Amazon has a brand value and establishment in the online world, which attracts a large number of customers. For Amana, they do not have any holding over the online market (de Assis et al., 2017). The competition is also high, which has been reflected by the case study. To gain an advantage in the competitive market, Amana needs to create an efficient business model, including a marketing policy. The marketing policy will help the business to reach the customers who prefer to buy from online stores. As a marketing policy, Amana can show its advertisement to different social media.
Amana needs to create a delivery system which will deliver the ordered goods to its customer. For this, Amana can go to a contract with a courier service provider. Crating a contract with a courier service provider will help the bruins to maintain its quality control, and it will also reduce the carrying cost. 
The largest opportunity in online business is that it can be used on a worldwide basis. The case study shows that in the physical business system, Amanas operating activity was limited to the UK. However, if Amana goes online, then worldwide customers can be reached. This will improve the sales volume of the company (Andjelic and Vesic, 2017).  Conducting business worldwide diversifies the business. The business diversification process will help the company to reduce its investment risk, which is a very important factor. 
However, to increase the profit margin in the online store, Amana may decrease its setup cost by hiring IT programmers who charge less salary. It can also spend less money in the process of setting a network. The price in the online store can also be increased as a premium value. This will help the business to improve or increase its total revenue amount.  
From the above discussion, some conclusions can be made. The first conclusion is that Online store creation is more profitable. The second conclusion is that Online stores create a brand value and improved relation between a Business and its customers. The third conclusion is that using efficient advertisement can create and draw a large number of customers to the online store. The fourth conclusion or key learning is that online stores provide full freedom to the seller. The price can be manipulated according to sellers' will, which cannot be done in Amazon's online selling process. The online store also has the opportunity to do business on a worldwide scale which increases the opportunity of the business. 
As the final recommendation to Amana, it should be said that an online store is the best option to earn the maximum amount of profit. In the long run, the online store will create a brand value which will increase the business. 
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Yearly Vriances

PerUnit_ Total Monthly | Perunit _ Total _Monthly
Units 100000 100000 8333.33 | 80000 80000 6666.67 20%
Selling price 25 20
sale revenue 2500000 208333 1600000 133333 36%
Variable costs:
Materials 2.5 250000 208333 280000 233333 12%
Labour 4 400000 333333 440000 36666.7 10%
Overhead 15 150000 12500 120000 10000 20%
Contribution 17 1700000 141667 760000 63333.3 -55%
Fixed overheads:
Warehouse rental 200000 16666.7 170000 14166.7 -15%
Insurance 100000 8333.33 100000 8333.33 0%
Fulltime warehouse
cupervisor salary 50000 4166.67 35000 2916.67 -30%
Total fixed cost 350000 29166.7 305000 25416.7 -13%
Profit 1350000 112500 455000 37916.7 -66%
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Items £ £ Items £ £

Revenue Revenue

Units sales online 100000 Unit of Sales 65000

saling price 20 selling price 20
Total rvenue 2000000 | Total revenue 1300000
Total costs Total cost

Setting of 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





