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 (i) The monthly control report of Amana Ltd will be presented as follows
Calculation of original budget of Amana Ltd 
	Particulars
	£

	A. Receipts
	

	Estimated Sales (100,000 units x 25)
	25,00,000

	
	

	B. Payments
	

	Purchase materials
	250,000

	Labour 
	400,000

	Overhead costs
	150,000

	Estimated Rent
	200,000

	Insurance
	100,000

	Salary to supervisor
	50,000

	
	

	Closing balance (A-B)
	13,50,000



Flexible Budget
As in the opinion of Ghofur, et al., (2019), flexible budget is where the changes are basically adjusted based on the different output levels of sales and is a great measure to analyse the difference between budgeted performance and actual performance and used as controlling purposes. 
	Particulars
	Per Unit Cost
	100,000 units
       (£)
	80,000 units
           (£)

	
	100,000
units
	80,000
units
	
	

	Selling Price
	25
	20
	
	

	Sales
	
	
	25,00,000
	16,00,000

	Variable Costs
	
	
	
	

	Materials
	2.50
	3.50
	250,000
	280,000

	Labour
	4.00
	5.50
	400,000
	440,000

	Overhead
	1.50
	1.50
	150,000
	120,000

	Contribution
	17
	9.5
	17,00,000
	760,000

	Fixed Overheads
	
	
	
	

	Rent of warehouse
	
	
	170,000
	170,000

	Insurance
	
	
	100,000
	100,000

	Warehouse supervisor salary
	
	
	35,000
	35,000

	Net Profit
	
	
	13,95,000
	4,55,000



Note: The management forecasts the fixed expenses or overheads with surety and confidence as fixed costs do not changes frequently and does not varies from period to period or month to month and holds a large percentage on the budgets of the company, which includes rent, salary, insurance premiums as in the views of Pradere, et al., (2019). The fixed overhead costs remain fixed in the flexible budget irrespective of the output units, however the fixed cost per unit has increased due fall in actual sales output than the budgeted sales output. 
Variances
In the opinion of Susanto, et al., (2018) variance helps in measuring the variability in the data set or estimations made by the company. Thus, variance analysis is an effective tool that supports management in identifying the differences in budgeted performance and actual performance that will further guide in effective decision-making. The variances in the budgeted costs and actual costs are incurred during the year 2020 by Amana Ltd are analysed with variance analysis as follows
1. Material Cost Variance = Standard Cost – Actual Costs 
                                       = (Standard quantity x Standard rate) – (Actual quantity x Actual rate)
	= (100,000 units x £ 2.50) – (80,000 units x £ 3.50)
                                     = £ 250,000 – £ 280,000
                                     = £30,000 (Adverse or non-favourable)
2. Material Price variance = (Budgeted price – actual price) x Actual quantity
                                            = (£ 2.50 - £ 3.50) x 80,000 units
                                           = £ 80,000 (non favourable) 
3. Material Usage Variance = (Budgeted quantity – actual quantity) x Budgeted price per unit
	= (100,000 units – 80,000 units) x £ 2.50
	= 20,000 units x £ 2.50
	= £ 50,000 (Favourable) 

4. Labour Cost variance = Budgeted cost – Actual cost
                                          = £ 400,000 - £ 440,000
                                         = £ 40,000 (Non favourable) 
5. Variable Overhead Cost Variance = Budgeted variable overhead – Actual variable overhead
                                                               = £ 150,000 - £ 120,000
                                                               = £ 30,000 (Non favourable)
6. Fixed overhead cost variance = Total budgeted fixed overhead – Total actual fixed overhead
                  = (£ 200,000 + £ 100,000 + £50,000) – (£170,000 + £ 100,000 + £ 35,000)
                 = £ 350,000 - £ 305,000
                 = £ 45,000 (Favourable) 
7. Sales value variance = (Budgeted quantity x Standard rate) – (Actual quantity x Actual rate)
                                       = (100,000 units x £ 25) – (80,000 units x £20)
                                       = £ 25, 00,000 – £ 16, 00,000
                                       = £ 900,000 (Adverse or Non Favourable) 
8. Sales price variance = (Standard rate – Actual rate) x Actual quantity
                                      = (£ 25 - £ 20) x 80,000 units
                                      = £ 400,000 (Non Favourable) 
9. Sales volume variance = (Budgeted quantity – Actual quantity) x Standard rate
	= (100,000 units – 80,000 units) x £ 25
                                          = £ 500,000 (Adverse or Non favourable)
Note: In case of sales variances, the positive results indicates non-favourable or adverse position and while the negative results implies to favourable condition and good business performance (Legaspi, 2020). Thus, the monthly control report through variance analysis shows Amana Ltd has not able to meet the estimated performance as forecasted by the management of the company in many areas, as the variances shows non-favourable results more as compared to the favourable ones. 
(ii)  From the control report, the performance report of Amana Ltd will be prepared during the period 2020
The business performance of Amana Ltd from the control report has been evaluated as the variances between budgeted and actual performance has been successfully identified, however the original budget and actual performance shows differences in certain areas determining the inability of the company is fulfilling the estimations and standing out as the onset of the COVID-19 pandemic has greatly impacted on the normal flow of business activities (Bartik, et al., 2020). However, the performance report of the company will be prepared through preparing the income statement of Amana Ltd, which will help in identifying the gross profit margin and net profit margin of the business in the financial year of 2020. According to the opinion of Obeki, (2018) income statement aids the owners of the business and the management teams in deciding the future profitability, current business scenario and further scopes of cost minimisation or revenue maximisation or both for generating higher incomes. Moreover, the effectiveness and efficiencies in strategy formulation and business decision-making are highlighted set by the business at the beginning of the financial periods. 
Income Statement of Amana Ltd
	Particulars
	Amount (£)
	Amount (£)

	Sales Revenue (80,000 units x £ 20)
	
	16,00,000

	Less: Cost of Sales
	
	

	Material costs (80,000 units x £ 3.50)
	280,000
	

	Labour costs (80,000 units x £5.50)
	440,000
	

	Variable overhead costs (80,000 units x 1.50)
	120,000
	

	
	
	840,000

		   Gross Profit Margin
	
	760,000

	Less: Fixed manufacturing overheads
	
	

	Warehouse rents
	170,000
	

	Insurance premiums
	100,000
	

	Warehouse supervisor salary
	35,000
	

	
	
	305,000

		      Net Profit Margin
	
	455,000



The performance report of Amana Ltd outlines the outcomes from the business activities in the financial 2020 took a toll in the business profitability and business performance as due to the onset of the ongoing global pandemic and imposition of strict governmental lockdowns has reduced the tourists specially on Easter Holidays in England that lowered the sales revenue of the company. However, after the restart during the summer, the tourist company selling souvenirs to tourists gained backed their sales revenue slightly, but the lockdowns during the period of December 2020 and February 2021 due to rise in new variants of corona virus, the overall sales dropped and depleted the additional summer sales. However, the company has earned a profit of £ 455,000 during 2020, but the performance reports drawn from the control report shows ineffectiveness in strategy formulation and decision-making as the company’s estimated profits were almost 3 times higher than the actual amount of income generated by the company in 2020. 2020 was an exceptional years for almost all business organisations, but this is not the sole reasons for decreasing business performance of Amana Ltd than budgeted performance as the company is fully dependable on outsourcing from China, the origin place of the virus halted the production of Amana Ltd, no e-commerce facilities and online stores that gained recognition long before the impact of COVID-19. Moreover, the performance report shows great inefficiencies in business strategies and decision-making by the management team.  
(iii) Recommendations
There are certain areas that are required to be improved in order to sustain higher profits in the future and enhance the longevity of the company. The CEO of the company must learn from the crisis situations, as in the views of Moreira, et al., (2021) there is nothing than can be done to avoid the impact of natural and uncertain disasters like COVID-19, but lessons can be learnt and in future making the business more strong to deal and handle crisis situations effectively. The CEO must be focusing in stretching its abilities in the online mode and step into e-commerce along with continuing with the physical stores as the advanced technology and innovation has made the customer conscious and aware of the facilities offered by online modes (Saberi, et al., 2019). Moreover, as per statistics around above 80% people over the globe prefers online buying with increasing availability on internet and smart phones, it will be great opportunity for Amana Ltd in capturing g large market share, profits, and sales. 
Secondly, the CEO must be focusing in developing an expertise and experienced management teams in order to ensure better decision making and strategy formulation, for that purpose good market research analysts are required who will be gathering data related with the business performance over the years that will help in proper preparation of budgets and reduce the variances between actual performance and budgeted performance. However, the performance difference in budgeted and actual is mainly influenced by the outbreak of the COVID pandemic. In order to improve the business performance the CEO must focus on the variances, performances, and operations along with checking the market trends will ensure gaining insights about the potential opportunities for the company further.
Moreover, the company outsources from China, with 40 years of experience in this field, brand recognition and awareness, Amana Ltd must focus in setting up vertical integration strategies in order to strengthening and smoothening the supply chains and distribution networks (Bulturbayevich, 2021). 
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Evaluating the two alternative opportunities available to Amana Ltd and providing decision on selecting the appropriate opportunity with higher profitability
Income Statement of Amana Ltd on selecting Option 1, where 50% of the sales transaction will be conducted on the online mode
	Particulars
	Amount (£)
	Amount (£)

	A. Sales (100,000 units x 20)
	
	20,00,000

	B. Less: Total Cost of Sales
	
	

	Material costs (100,000 units x £ 3.50)
	350,000
	

	Labour costs (100,000 units x £5.50)
	550,000
	

	Variable overhead costs (100,000 units x 1.50)
	150,000
	

	Delivery network costs	
	150,000
	

	Website handling costs
	50,000
	

	Salary of IT programmer
	35,000
	

	Warehouse rent
	170,000
	

	Insurance
	100,000
	

	Supervisor salary
	35,000
	

		Total Cost
	
	15,90,000

	                                                       Net Profit Margin (A-B)
	
	410,000



Income Statement of Amana Ltd, if the company sells the product directly on Amazon
	Particulars
	Amount (£)
	Amount (£)

	A. Sales (65,000 units x 20)
	
	13,00,000

	B. Less: Total Cost of Sales
	
	

	Material costs (65,000 units x £ 3.50)
	227,500
	

	Labour costs (65,000 units x £5.50)
	357,500
	

	Variable overhead costs (65,000 units x 1.50)
	97,500
	

	Amazon fulfilment fees	
	50,000
	

	Warehouse rent
	170,000
	

	Insurance
	100,000
	

	Supervisor salary
	35,000
	

		Total Cost
	
	10,37,500

	                                                 Net Profit/(Loss) Margin (A-B)
	
	2,62,500



Note: Apart from considering the respective costs associated with each option available to the company, the actual costs of running the business operations and production activities are taken into consideration in order to identify the total cost attached to each option and the profitability of each proposal has been highlighted. 
Decision
As opined by Zhu, et al., (2019) with the technological advancement, publics are keen more towards online buying as the online platform is a huge marketplace where customers are able to compare and contrast without moving and saves time, which is a critical factor in this busy world. However, the importance of online buying modes have become predominant while during the pandemic period, when online buying were the only option to the customers for getting the products or services. Thus, it is high time for the CEO of Amana Ltd to step into the online mode of business and the decision taken by Mr. Amana for moving the sales transaction into online will be efficient and productive towards the business profitability. Selling directly through online increases the reach of the company and brand awareness increases as in the views of Chen, et al., (2020). Therefore moving into online sales will be a great strategy for Amana Ltd as they have 40 years of market experience in the tourism line and strong customer base too.
However, the two options available to Amana Ltd is either to streamline the business activities through moving 50% of their sales online and start direct selling (Option 1) otherwise selling the products on Amazon (Option 2). Selling the products through Amazon, has certain cost considerations and the overall costs in case of selecting Option 2 has been highlighted through proving the income statement, showing the profitability of the company in a financial years. While opting for Option 2, Amana Ltd will be able to have a guaranteed sales of 65,000 units and with potential to increase in sales with the increasing demand. The total costs that will be required to fund the production operations are £10,37,500 and the company will be able to secure a profit margin of £262,500 that is around 20.19% of profit margin on sales, which will be a good start at the initial period. But certain limitations are attached to this option of direct selling on Amazon as Amana Ltd has to face high and aggressive competition level with the other sellers selling their products on the same platform and most importantly while goining into agreement with Amazon, Amana Ltd will lose their authority on pricing and other business policies like return, exchange, and so on. Thus, this Option will impose restrictions and full control will not be in the hand of Amana Ltd, if they opt of Option 2 as selling on Amazon.
The Option 1 as to sell directly through setting a online platform or site of the company through closing some of their physical centres and moving 50% sales into online will have many benefits for the company to grow, expand, develop, and reach effectively to the potential customers. Setting up own online shop for Amana Ltd will arise new costs like cost for delivery network, setting up of website, recruiting an IT programmer and other costs related to production processes. After researching the market the company has been confident of making a guaranteed sales of 100,000 units and the total costs associated in the overall process will be £15,90,000 after including all the variable costs and fixed costs to run the operations effectively. Thus, the profit for one financial period of Amana Ltd will be around £410,000 that is 20.50% on the sales of the company. 
Thus, the company should go online through setting up their own online store, as it will be more effective and profitable for the company, as the company will be able to attract large range of customers and increase customer community and loyalty as they have brand recognition and experience for over 40 years. Most importantly selling on Amazon will restrict the control of the company while setting up own online platform will generate full control on the hands of Amana Ltd. The total cost relative to the sales revenue is comparatively lower in setting up on own online store and website, and this cost will get reduced after some years of incorporation as the customer base will increase resulting to increasing sales and cost minimisation will be possible by the company generating higher amount of profits. Moreover, selling on Amazon will generate 20.19% of profit margin and than of setting own online store will ensure 20.50% of profit margin relative to the sales revenue. 
Thus, Amana Ltd must move into online sales and opt for setting up own online store that will enhance both brick and mortar sales and well as online sales and selling over a large range will be possible removing geographical limitations (Yu, et al., 2018). 
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