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[bookmark: _Toc109786303]Introduction
According to Yokoyama (2019), preparation of the operational stability is one of the significant ways that has been adopted in the business operation for the development of the business function more effectively in the present circumstances. For the management, it become one of the major issues to manage the flow of resources effectively and manage profitability. The aim of this report is to design a control report through the development of the budget and variance analyses and suggest the improvement. This report has two divisions, in the first division control report has been prepared for Amana Plc whereas in the second part appropriate setup for the organization has been developed in this assignment. 
[bookmark: _Toc109786304]Part A
[bookmark: _Toc109786305]Preparation of monthly control report
A control report is one of the significant and effective financial reports prepared by the management of an organization to evaluate the current financial fundamentals of the firm. _ stated that a control report has been prepared when the organization is unable to control the flow of the business operation in the present circumstances eventually (Khorunzhak et al. 2019). A monthly control report can be prepared to manage the flow of the resources in the business operation and improve the operational capabilities of the firm eventually. In the managerial decision-making process, a control report has been used frequently for the development of the planning strategy in the business process. With the help of the control report, an organization is able to evaluate the appropriate allocation of the resources in the business segment and generate higher profitability from the market. Reduction of costs, higher profit margin, and revenue recognition are the key assessment that must be taken under consideration in the preparation of the control report. 
A monthly control report has been prepared for the business operation to focus on the monthly inflow and outflow of the cash effectively in the business operation. Expected cash transactions and money flow can be exterminated through the use of the monthly control report. A budget report can be used to estimate the transaction of the business operation. The flexed report can be used to interpret the current performance of the business through the evaluation of the actual flow of cash (Pailodze & Kutateladze, 2018). On the other hand, variance analyses have been used to measure the differences between the budgeted and actual flow of the cash in the business operation during the months. Changes in the monthly flow can be evaluated thoroughly with the help of the control report which creates opportunities for the management to make effective decisions for further development in the operational stability. It has also allowed the firm to identify the requirement of the cash and capital in the business operation to improve the operational stability and profit performance effectively. Original Budget, Flexed Budget, and Variance Analyses have been done in the following section to identify the current financial stability of Amana ltd eventually. 
Original Budget Preparation: 
	Preparation of the Original budget for Amana Ltd.

	Items
	Amount

	Units
	100,000

	Selling price
	25

	Sales Revenue
	 2,500,000.00 

	Variable Costs
	 

	Materials
	    250,000.00 

	Labours
	    400,000.00 

	Overheads
	    150,000.00 

	Total variable Costs
	    800,000.00 

	Contribution
	 1,700,000.00 

	Fixed Overheads
	 

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor Salary
	50,000

	Total Fixed Costs
	350,000

	Net profit
	 1,350,000.00 


Table 1: Original budget development for Amana Ltd
(Source: Author)
Flexed Budget Preparation:
	Preparation of Flexed Budget for Amana Ltd.

	Items
	Amount

	Units
	80,000

	Selling price
	20

	Sales Revenue
	 1,600,000.00 

	Variable Costs
	 

	Materials
	280,000

	Labours
	440,000

	Overheads
	120,000

	Total variable Costs
	840,000

	Contribution
	    760,000.00 

	Fixed Overheads
	 

	Warehouse rental
	170,000

	Insurance
	100,000

	Supervisor Salary
	35,000

	Total Fixed Costs
	305,000

	Net profit
	    455,000.00 


Table 2: Flexed budget development for Amana Ltd
(Source: Author)
Variance Analyses:
	Preparation of the Variance Analyses Report for Amana Ltd.

	Items
	Budgeted
	Actual
	Variance

	Units
	100,000
	80,000
	20,000

	Selling price
	25
	20
	5

	Sales Revenue
	   2,500,000.00 
	 1,600,000.00 
	     -900,000.00 

	Variable Costs
	 
	 
	 

	Materials
	      250,000.00 
	    280,000.00 
	       -30,000.00 

	Labours
	      400,000.00 
	    440,000.00 
	       -40,000.00 

	Overheads
	      150,000.00 
	    120,000.00 
	         30,000.00 

	Total variable Costs
	      800,000.00 
	    840,000.00 
	       -40,000.00 

	Contribution
	   1,700,000.00 
	    760,000.00 
	       940,000.00 

	Fixed Overheads
	 
	 
	 

	Warehouse rental
	      200,000.00 
	170,000
	         30,000.00 

	Insurance
	      100,000.00 
	100,000
	                     -   

	Supervisor Salary
	        50,000.00 
	35,000
	         15,000.00 

	Total Fixed Costs
	      350,000.00 
	305,000
	         45,000.00 

	Net profit
	   1,350,000.00 
	    455,000.00 
	       895,000.00 


Table 3: Variance Analyses Report development for Amana Ltd
(Source: Author)
[bookmark: _Toc109786306]Performance evaluation using monthly control report
It is clear from the analysis of the aforementioned budgetary control assessment that the corporation is delivering smaller amount in the current market. It can be seen that while 80,000 units of the company's items were actually released into the marketplace, the projected selling quantity was one million.   This information suggests that the business will not be able to operate at the expected sales unit level, which is unacceptable to the administration of the firm. After evaluating the variable costs involved in the organizational operation, it became clear that the projected variable expense was $8,000,000. However, the real variable expense is now $8,40,000. Considering the variance assessments, it is determined that the overall variable cost of the company's operations has a deleterious variability. A negative number suggests that the firm cannot operate its operations at the planned allocation of costs. In this case, excess cost evaluation in the company's operations resulted in an increase in total variable costs over projected overhead expenses.
Examination of Amana Ltd's overall fixed costs reveals that the firm has a favourable cost dispersion in its company operations. In the present environment, variability studies reveal that Amana Ltd.'s total fixed costs are cheaper than the anticipated fixed costs. As a result of the evaluation of net income in business operations, it is determined that the present income of the company is ineffective for the company since the real net profit of the company is less than the anticipated net income. Here, it can be observed that the company's real net income is 455,000 instead of the anticipated net income of 1,350,000. Based on the assessment of the control report, a negative variance of the net income can be seen for the business with a value of 895,000. 
[bookmark: _Toc109786307]Recommendation for improvement
Improvement in organizational operation is necessary for the development of business stability in the current environment. Lack of management in the business operation is the key reason behind the higher variance in the budgetary process. Lack of control over the cost allocation in the business operation is the key reason behind the improvement in the business operation. A key area that an organization must focus on has been discussed in the following section –
Inventory function: One of the major areas of improvement for Amana Ltd is its inventory function. As per the organizational function, it is seen that the company is currently facing issues to manage the inventory flow in the business operation and control over the resources allocation (Chalmers et al. 2018). Lack of control over the inventory has resulted in the overflow of the inventories which is not effective for the cost management of the firm. Higher operational costs can be seen in the business operation of the firm due to a lack of management operation of the inventory flow in the business. Considering the assessment, it is suggested to the management of Amana Ltd to focus on the inventory management operation and reduce the unnecessary costs in the business operation. 
Pricing Strategy: Lack of pricing strategy is another major aspect that has been seen in the business process of Amana Ltd. Based on the evaluation, it is seen that the company reduced the price of the unit is 25 whereas in actuality the company has implemented the price of the product as 20 per units. Here, the inappropriate pricing strategy can be seen in the business operation which has resulted in the performance development of the business eventually. The company should improve its pricing strategy for the development of the revenue and customer base in actual operation. 
Marketing strategy: One of the major issues that the organization currently face is revenue recognition. It can be identified that the company is unable to capture large numbers of customers base as predicted which resulted in a negative variance in the sales revenue of the firm (Chalmers et al. 2018). In order to improve the numbers of the customer base for the business more effectively in the current environment, the company should focus on the development of the marketing process of the firm. The online marketing strategy will be beneficial for Amana Ltd to generate higher customer segmentation in the business and enhance revenue recognition effectively. 
Cost management strategy: Managing the costs is necessary for the development of the operational stability of the business. With the improvement of the costs, an organization is able to generate a higher profit margin from the business operation (Maheshwari et al. 2021). Amana Ltd should focus on the costs management strategy in the business operation to reduce the operational costs of the firm in the current environment and create a growth opportunity for the firm for further development effectively. 
[bookmark: _Toc109786308]Part B
[bookmark: _Toc109786309]Evaluation of expected performance from digital platform
According to Church et al. (2019), evaluation of the profitability from the different approaches is one of the best ways to make the strategic decision for the business operation. Based on the case study of Amana, it is seen that the business has two different options to expand its business operation in the market. The first option is to create its own online shop which will help the business to sell its product from its own online stores. The second option is to use the Amazon online stores to sell the product directly to the customers from online media. This source is beneficial to get a large customer base quickly from the digital sale operation. As Amazon is a popular e-commerce platform, it will not be an issue for the business to generate the highest profit margin from the organizational operation more effectively. In the following section, profitability or loss from both options has been identified to make the decision effectively.  
Evaluation of profit in case own online shop
	First option: Own an Online shop

	 
	 

	Expected selling Unit
	100000

	Selling price per unit
	20.00

	Sales Revenue
	2000000.00

	Less: Cost of sales
	 

	Cost of setting delivery network
	150000.00

	Cost of upgrading the current website
	50000.00

	Salary of full-time IT programmer
	35000.00

	Net profit
	1765000.00


Table 4: Development of profit or loss from the own online shop platform
(Source: Author)
Profit measurement in case of Amazon’s online operation
	Second Option: Direct Amazon Selling

	 
	 

	Expected selling Unit
	65000

	Selling price per unit
	20.00

	Sales Revenue
	1300000.00

	Less: Cost of sales
	 

	Amazon fulfillment fees
	50000.00

	Net profit
	1250000.00


Table 5: Development of profit or loss from the direct amazon Sales
(Source: author)
If Mr. Amana decides to go with option one, he will have to spend money on establishing up an internet store and keeping it updated. He will have a relatively low operational cost or company expenditure if he takes the second alternative, nevertheless. The second alternative is definitely the better choice for Mr. Amana based on the cost comparison of the two solutions, however there are a number of other factors that should also be taken into consideration while making this decision. Mr. Amana will be ready to trade 100,000 quantity of goods a year if he selects the first choice. Although he can only sale 65,000 copies of the goods if he selects the second choice. As a result, the first choice will present him with a great chance to sell his goods at a higher price than the first choice. Therefore, Mr. Amana will profit more from this choice. Mr. Amana will gain a lot from the first choice as well because he'll have the ability to decide on the pricing and refund policy. A strong price control system is crucial for effective corporate operations. A business can expand operations by managing prices because doing so assists it to draw in more customers. The very first alternative will be more advantageous for Mr. Amana in order to maintain control over the firm because he will be capable of managing the pricing and refund policy by selecting it. If Mr. Amana selects the first alternative, he will also be ready to expand his net income. As a result, Mr. Amana would profit from the first choice.
[bookmark: _Toc109786310]Decision making
Each of these choices has advantages and drawbacks, as discussed in the examination of both alternatives. After weighing the advantages and drawbacks of both solutions, it can be concluded that the first one would be the greatest one for Mr. Amana. Mr. Amana will indeed be capable of making a sizable net income in the first scenario. Such an event will greatly aid him in expanding their commercial operations (McGarry, 2019). Mr. Amana would be capable of handling his company operations in a proper manner, which will be extremely advantageous for someone like him to expand his company operations in addition to acquiring a sizable quantity of net income from the company's operations. The creation of his own website will assist Mr. Amana in boosting the reputation and clientele of his company. Mr. Amana will be capable of developing his business operations in a suitable manner and get significant rewards from them if the reputation of his companies and products increases.
The creation about his own website would also assist Mr. Amana in determining the best marketing program for them. It is crucial for Mr. Amana to develop an effective plan for advertising his product and services because he has been considering launching his online business. The possibility for advertising is greater during first alternative than it does in the second option. The second alternative leaves very lower scope for him to advertise his own goods. In contrast, the second choice will provide a variety of choices through which a customer can select the best one. As a result, the second option has more competitiveness than first. In the first scenario, Mr. Amana will be ready to provide customers with a range of incentives and discounts to increase its sales of his products (Maheshwari et al. 2021). Whereas in the second scenario he won't be able to provide his customer with such a possibility. Because of this, Mr. Amana will benefit more from the first choice. Since the first alternative will be the most beneficial for Mr. Amana, the examination of the entire topic indicates that it will also be the best efficient method for Mr. Amana to run his business.
[bookmark: _Toc109786311]Conclusion 
It is concluded that investment in the first option will be beneficial for Amana in the long term perspective to get higher profitability from the business operation, set up its own online platform for sale the products is beneficial to improve the operational performance of the business and enhance the growth opportunity eventually. The inappropriate pricing strategy can be seen in the business operation of Amana Ltd which has resulted in the performance development of the business eventually. The company should improve its pricing strategy for the development of the revenue and customer base in actual operation.
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