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[bookmark: _Toc69979822]Introduction:
This report is the purpose to develop control reports that indicate flexed, original and actual budgets for calculating key variances. The report will also give the analysis of different identified key variances and give suggestions to Amana’s CEO for improving areas and meet variances. At the same time, it will also provide an analysis of the decisions of Amana’s to go online that whether the company can sell on Amazon and can establish their online shop. 

[bookmark: _Toc69979823]Part A:
[bookmark: _Toc69979824]A) Monthly control report:
	 
	Original Budget
	Flexed budget
	Actual Budget
	Variances

	Sales volume
	100,000
	80,000
	80,000
	20,000

	Selling price
	25
	25
	20
	5

	Sales 
	2,500,000
	2,000,000
	1,600,000
	400,000

	Less: Variable costs
	 
	 
	 
	0

	Materials
	250,000
	200,000
	280,000
	80,000

	Labor
	400,000
	320,000
	440,000
	120,000

	Overheads
	150,000
	120,000
	120,000
	0

	Contribution
	1,700,000
	1,360,000
	760,000
	200,000

	Less: Fixed costs
	 
	 
	 
	 

	Warehouse rental
	200,000
	200,000
	170,000
	30,000

	Insurance
	100,000
	100,000
	100,000
	0

	Full time warehouse sup salary
	50,000
	50,000
	35,000
	15,000

	Net Profit
	1,350,000
	1,010,000
	455,000
	155,000



	Sales price variance
	5

	Sales volume variance
	20,000

	Sales variance
	400,000

	Sales contribution volume variance
	200,000

	Material variance
	80,000

	Labor variance
	120,000

	Fixed costs variance
	45,000

	Net profit variance
	155,000



[bookmark: _Toc69979825]B) Analysis of Performance:
Based on the above-prepared budget, it is recognized that there are high variances in the prepared budget. The above-identified variances are unfavorable for Amana Ltd and may have a negative influence on the net profit of the company. These different variances range from fixed costs, variance costs, materials, labor, and selling price (Shim et al., 2011). At the same time, variance in sales volume is also unfavorable. The main reason behind these variances may be both non-controllable and controllable forces. COVID-19 is a factor that may not have control and some may be decreased. 
Reasons for price and material usage variance:
The main possible cause that may lead to material price variance may consider alteration in market prices, inefficient buying, alteration in the cost of delivery, alteration in taxes and duties, untimely buying, and using the other available substitute material due to price difference. The main reason for the variance in material usages may be the output of ineffective material handling by the workers, high wastage level, and ineffective maintenance of machinery, wrong material mixtures, and alteration in process and design of production (Alawattage, 2012). Furthermore, using poor quality material in the production process also may cause high variance in the actual and budgeted material variance. 
How variances in material costs and usage may be avoided:
There are different solutions for potential reasons of variances. The company can avoid the wastage of material by workers by their effective training. This is because when workers would be aware of what is right materials quantities which are required to be used may lead to a decrease in wastage and a decline in the variances which our company is experiencing. The management of Amana Ltd also can provide warning to its staff members for improper materials handling for avoiding extra costs and breakages which will maximize the company’s net profits (Vanderbeck, 2012). At the same time, Amana Ltd may also make sure that all the machines that are being used in process of production are functioning well to decline the excess materials use from budgeted material use. The proper handling and use of materials can minimize the excess material uses and variances. The company must also make sure that high-quality materials are purchased regarding production. It is because of use of low-quality materials may cause inaccurate measurement and excess usage of materials. Apart from this, for decreasing variances in materials price, management of Amana Ltd must make sure that a large quantity of material is purchased which can allow getting discounts and material are supplied by reputable suppliers (Ward, 2012). This is because getting materials from a trusted supplier will decline the chance of getting low-quality materials supplied. It would be helpful for the company to decline or control unfavorable variances that have implications on net profits. 
Variances in Sales Volume:
Based on budgets, it is evaluated that there is a great difference or variance in the actual sales and expected sales numbers. The main cause regarding variance in sales numbers is Covid-19. This is because Covid-19 causes various restricted movements so that small numbers of customers have purchased the products of the company (Bartik et al., 2020). This problem can be solved by Amana Ltd by selling its offered products online. Online selling will support customers to get purchase souvenirs without going to stores of Amana Ltd. At the same time, sales variances also may be declined by designing effective marketing campaigns regarding business offerings. Amana Ltd may apply different platforms for reaching targeted consumers globally that may lead to favorable variances and high sales. This type marketing strategies may ensure that Amana Ltd competes with its competitor companies effectively in the market. Apart from this, an increase in staff member's motivation level also can lead to a decline in sales variances with satisfying sales targets. In the company, workers must be provided targets for ensuring that projected sales quantities are sold in actuality (Parkinson, 2010). The company should also need to increase its marketing budget to make sure that determined sales targets are successfully fulfilled. Furthermore, to make sure that Amana Ltd is competing with other firms effectively and satisfying their sales targets, the management of Amana Ltd makes sure that they are offering high-quality souvenirs.               
Variance in Sales Price:
Based on the above-created budgets, there is a significant variance in per-unit price. This is because the expected selling price of the product unit was £25 while in actual selling price was £20. The main reason for price variances may be low promotion and marketing, producing lower quality products, decrease in consumer’s income, and high market competition due to COVID-19 as well as a decline in the product price for maximizing sales. The company also cannot control various forces as a decline in consumer’s income due to lockdown (Syriopoulos, 2020). At the same time, the company may control some forces as high market competition, low promotion and marketing, low product quality, and others.  Amana Ltd must also focus on producing high-quality products which may compete effectively in the market. If the quality of products is as per their determined prices then consumers may pay to determine the price to the company. In relation to low promotion and marketing, Amana Ltd must ensure that different marketing strategies are employed by the company for reaching a wider target market (Drury, 2013). It will create its brand reputation in the market and consumers will buy offerings at determined prices. In addition to this, Amana Ltd must also determine its prices that reflect its products quality. It must also select its own mechanisms for pricing.  
Variances in Labor: 
The labor variance may be variance in labor rate or labor efficiency. The potential causes for labor rate variances consider revisions of wages, appointing highly skilled employees, paying overtime in the situation of emergency, alteration in the rate of wages, and others (Barr and McClellan, 2018). The variance in the rate of labor may be due to alteration of wages because of agreements of trade unions. 
[bookmark: _Toc69979826]C) Recommendations:
The significant way to decrease variances in labor is proper worker's training including both new and existing staff members. The better training to workers will make sure that there are not any labor efficiency variances and are efficient at work which may cause to profits to Amana Ltd. in the company, workers are needed adequate supervision. If workers left their work and take breaks and may relax from work that may cause inefficiency and higher costs of labor. At the same time, Amana Ltd must also ensure that skilled workers are recruited in the company. It is because less-skilled workers may result in ineffectiveness and inefficiencies (Drury, 2013). The employees in the company who are highly skilled likely to demand higher salaries and wages as compared to expected while they contribute effectively to the business progress and operations. The Covid-19 has caused to decrease in sales that reason to decrease in workers numbers for avoiding the variations in rates of labor.  
In addition to this, management must ensure that realistic goals or targets are determined. Due to the Covid-19 crisis, Amana Ltd does not determine the unexpected sales price and goals. it should also conduct an adequate study of the market for getting knowledge of the income of consumers, rate of interest, inflations, prices of competitors, and other market forces. The company should also consider facts that the results of a pandemic may cause a change in political, social, and economic situations. The company should also change its volume of sales, processes, and prices as per market conditions (Ward, 2012). Apart from this, there are numerous causes that can lead to variations between actual and original budgets. The main cause for variations in the results of COVID-19. There are various unfavorable variations such as fixed costs, variable costs, the volume of sales, and selling price while the company is making profits. Amana Ltd can reduce these variances by recognizing causes and time of variations. There are various ways to control and manage different variances. Amana Ltd may conduct market research and determine realistic targets that may support controlling variances. 
[bookmark: _Toc69979827]Part B:
Cost of online shop:
	Total Costs
	235,000

	Profit actual price (20*100,000)
	2,000,000

	Fixed Costs
	305,000

	Variable costs
	840,000

	Profits
	1,376,000



Advantages of selling products online: 
The main benefit of e-commerce is a decrease in costs. It is because e-commerce saves the costs that the company is paying in terms of the rent of its stores. The costs of selling goods/services online are less while the cost of selling goods/services through physical stores is high. In an e-commerce medium, the company can decrease the numbers of workers that are required for serving consumers.  Amana Ltd will get the advantage of going online in terms of reaching wide customers in the market (Niranjanamurthy et al., 2013). The opening or having physical stores limits as customers have to visits the company’s stores for getting goods purchased. Due to the Covid-19 crisis, the option of online selling is the most effective tool for selling the products of the company. Currently, most people are accessing or use online shopping platforms for purchasing goods. The government restrictions for movements will enable the customers to get purchase needed products/services through accessing online platforms of shopping and getting delivery of products at their homes or desired addresses. The online platforms will also support Amana Ltd in reaching large numbers of new customers (Shanthi and Desti, 2015). In the online setting, there are not any schedules for purchasing while physical stores are closed on different events and holidays. Thus, online platforms may be helpful for generating more profits and sales.        
Limitations of E-commerce: 
There are different limitations of trading online as compared to physical stores. The main limitation of online stores is that every people or customer wants to see the products, there are some customers that are needed to see and touch the offered products before getting them purchased. In this way, online stores are not effective to all the customers, especially for those customers who prefer the traditional ways of shopping. At the same time, higher market competition is a big problem or issue in online selling (Combe, 2012). There are large numbers of online sellers on the chosen platforms who may have wider tactics of selling and customer base. In case, if the company is not effective in terms of marketing strategies then it may face high losses. 
The interactions between customers and employees are limits in the online stores. The interactions between customers and workers are allowing the business firm to boosts the loyalty and customer satisfaction that cause referrals and repeat sales. The interactions are also helpful for getting or collecting feedback or suggestions from customers. In selling products through online stores, there is not any physical store that may be visited by the customers. Apart from this, the major issue in selling online is a higher chance of fraud. This is easy for cheaters that they copy the products of a company and pass or selling them on their own. In online selling, there is limited security of images and products of the company that may decrease the profits and sales that may be generated by the company (Niranjanamurthy et al., 2013). Furthermore, the advantages of using online selling are higher as compared to using physical stores. In the current situation, the business needed to cut their costs for that online selling is the best platform. It is advised to Amana Ltd that it must go online. 
Selling on website vs selling on Amazon:
	Net profit from selling on own website
	1,376,000

	Amazon fulfillment fees
	50,000

	65,000 Units guaranteed * 20
	1,300,000

	Fixed Costs
	305,000

	Variable costs (11.5 per unit * 65000)
	747,500

	Net profit
	247,500



Depending on the analysis of costs, creating own website for selling offered products would be more profitable for Amana Ltd in short term. The company will get increased potential demand regarding products in selling by Amazon. It is suggested for Amana Ltd that it must sell using its own site. 
Benefits of selling on own website: 
Full Control: The benefit of selling goods by own website to the company is that it will provide control of content and design to Amana Ltd. in use of Amazon for selling products, the company would be not allowed to make any needed changes in content and design. This is because Amazon has control over the product's presentation depending on its policies (Kaur, 2011). The company also selects how customers make payments, interacts with products, and get deliveries. In the use of Amazon for selling then, Amana Ltd is required to go through the process provided by Amazon which makes it more inflexible. 
Increased sales: On the basis of given information or data, the use of own website for selling products will guarantee Amana Ltd that 100,000 units of products would be sold yearly. At the same time, in the use of Amazon for selling products, there is a guarantee of 65,000 units of products would be sold yearly.  The cost would be incurred to Amana Ltd in hiring programmers for maintaining and setting up website give provide more benefits to the company as compared to selling on Amazon. In this way, profit n selling products using own website is higher in comparison to using Amazon.   
Emphasize on products of the company: There are different companies that are selling their products on their own website that allow businesses to emphasize their products. The website of the company will be all about Amana Ltd’s brand and products that decrease customer distraction (Qin et al., 2014). The use of own website would be effective for telling the brand's unique story and marketing products. 


[bookmark: _Toc69979828]Conclusions:
It is concluded that this study has created control reports that are helpful for evaluating key variances. The report has provided various suggestions to Amana Ltd for controlling and minimizing variances for improving areas. It is also concluded that businesses may sell their products using their own website that will give more benefits in comparison to using Amazon for selling products. 
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