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[bookmark: _Toc112346032]INTRODUCTION
A budget is a forecasting instrument necessary to create a structure for the company and its investments. Mixing previous developments with accurate estimates for the financial year, a budget delivers a comprehensive image of resources, true income prospects, and how they offset expected expenditure. In manufacture, cost budgets are typically delivered through flexible estimates and scheduled costs. These reports deliver the kind of statistics vital for the firm's executives to effectively lead the company. They describe interaction of corporate outcomes, consequence, and concerns generated by directors for management, supervisors, or authority groups. Management reports reveal operating and economic data, therefore assisting executives to see the value of the company over a certain time. They describe how the firm is acting, delivering the required data for the decision-makers to step in the right way and improve operational productivity. The aim of this report is to show the monthly control reports (original and flexed budget) and to compare the flexed with the actual to identify variances. In this report, the control reports will be prepared for the tourist business of Amana through creating original budget, flexed budget and comparing the same with the actual results to identify the favourable as well as the unfavourable variances between budgeted and actual results. Based on this control report, Amana’s performance would be evaluated and accordingly, the recommendations would be made with respect to the areas of improvement. Further, the discussion and analysis would be done in respect of Amana’s closing its physical retail outlets in several regions and going for selling through online platform. This prospects have two alternative options that is, selling through own website or through Amazon platform. Therefore, the viability of best option would be determined by considering relevant costs. Due to the pandemic and lockdown restrictions, the travel to UK has stopped hence the demand from clients to buy from the shops. Performance report and recommendations will be given below as well as advise on owning online shop or selling on Amazon giving all cost for consideration. 
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	Cost per unit (£)
	Original budget (£)
	Flexed budget (£)
	Actual (£)
	Variances (£)

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	25
	25
	20
	5UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable costs:
	
	
	
	
	

	Materials
	2.50
	250,000
	200,000
	280,000
	(80,000) UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead
	1.50
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	600,000 UF

	Fixed overheads:
	
	
	
	
	

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

	Insurance
	
	100,000
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary
	
	50,000
	50,000
	35,000
	15,000 F

	Profit
	
	1,350,000
	1,010,000
	455,000
	555,000 UF



Budgetary control provides 4 monitor functions such as the help to the supervisor's co-ordinate funds. They support outline the principles essential in all control structures. They offer obvious and explicit rules regarding the company's assets and beliefs, and they enable routine valuations of leaders and groups. A successful budgeting method performs a vital part in the achievement of a company. Flexible budgeting can be applied to help in budgetary control when judging actual performing with the budget. From a control viewpoint assessing actual implementation to a fixed budget may not deliver much valuable data if the actual motion differed considerably from the original idea. It is far beyond helpful for the company to evaluate execution under related circumstances. A budget variance is a regular rate applied by authorities, businesses, or people to measure the variation amongst budgeted and actual numbers for a specific account classification. A favourable budget variance implies to optimistic changes or profits; an unfavourable budget variance defines adverse change, suggesting deficits or shortages. Budget variances arise since analysts are incapable to calculate potential fees and income with full precision. Budget variances can arise largely directly to both regulated and unmanageable aspects. For example, a badly scheduled budget and employment expenses are controllable factors. Uncontrollable factors are frequently outward and occur from events out of the firm, such as an environmental catastrophe. 
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The selling price may be reduced for the purpose of enhancing revenue. However, this could lead to reduction in the profit margins of the business. This is what evident from the above control report where flexed budget is indicating that profit margins at £25 selling price per unit is higher than the profit margins obtained at £20 selling price per unit with the equivalent units sold of 80,000. Also, it has been seen that units sold has reduced because of lockdowns between the period of December 2020 and February 2021 (Brammer and Clark, 2020). The lockdown during this period has resulted in depletion of revenue for Amana’s business as tourists have not arrived as expected and in turn, there were comparatively low demand for their souvenirs as they were operating through their physical stores only by using websites as a source of marketing activities. 
The cost of materials and labour have also increased during the year 2020 as can be seen through the unfavourable variance associated with the material and costs. The above control report associated with the Amana’s business is indicating that there occurred negative variation in costs associated with raw materials and labour because of actual costs being higher than the flexed budget. The reason for this could be stated that it is due to the decrease in the rate of production because of poor confidence among producers and businesses as poor purchasing power of consumers has resulted in lower demand for products and services in the tourism industry. The cause of such decreasing demand for souvenirs is the lockdown that was implemented during the year 2020 due to the pandemic. Accordingly, production rate has reduced and results in higher fixed costs which in turn has led to the increase in the prices of raw materials. Therefore, the actual costs are found to be deviating from what was budgeted. As a result of rising raw materials prices, the production costs for the Amana’s business have increase which they are paying to a Chinese manufacturer. However, the business has not passed the burden of rising costs to their customers rather they have reduced their selling price per unit of souvenirs to enhance the demand for their souvenirs in the market (Fairlie and Fossen, 2022). However, reducing selling price for enhancing the revenue is not sometime regarded as a sustainable strategy because reduced selling price often led to reduced profit margins and accordingly, the business could not ensure higher quality of their products along with not able to spend sufficiently on their branding and marketing activities. Also, reduced profit margins create an issue of future growth and development of the business. It is clear from the case of Amana’s business where the units sold has reduced and to enhance the demand for their souvenirs in the market, they have reduced the souvenir’s prices which is being accompanied by rising costs of production (in terms of materials and labour) and accordingly, this has resulted in poor profit margins from their trading activities.
Further, through analysing the above control report indicating the figures for budgeted, flexed, and actual results along with the variances in these figures, the overheads for the business have remained the same for the year 2020. Overheads are usually the expenses that incurred during the normal course of business which is not directly attributable towards the creation of products and services. Therefore, such expenses are usually regarded as the fixed costs for the business which remains the same at all the level of business activity. The overhead costs also consider some variable components which is directly associated with the production of products and services and accordingly, changes as the units produced or sold changes. The same can be cited through the above control report of Amana’s business where the overheads rate has been fixed per unit but varies with the level of activity and just because the actual units sold was 80,000 instead of 100,000 that was budgeted, the overheads costs has changed accordingly (Chetty and et.al., 2020). 
Warehouse rental has been reduced during the year 2020 as compared to original and flexed budget. The reduction in warehouse rent has caused favourable variance in the above control reports. The cause of such variance could be due to the requirement of less space for storing less units produced and sold during the year because of Covid – 19 outbreaks. However, another indirect cost incurred for the insurance has remained the same in original, flexed as well as the actual results which indicates that it is purely a fixed cost which has nothing to do with the units produced and sold during the year 2020.
At last, the salary paid to a full-time supervisor has also reduced as compared to the original budget figures which indicates that due to the lockdowns and business closure during the year 2020, the business of Amana is required to make less payment to its full-time supervisor. Accordingly, the figure for the salary paid to a full-time warehouse supervisor has changed favourably for the business. 
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To make improvements to the business Amana Ltd needs to make longer contracts with the suppliers they use. In that way they can secure better rates for longer period. Firstly, they need to check the suppliers’ terms and existing contracts and see if perhaps they can find a better one from China or India. The reason is because the material and labour are cheaper, and the quality need to be made sure is good as well. The quality of the materials is very important for the customers in UK. Also, of the quality is not good there is a chance of the material waste to increase. Another recommendation is to promote their business online on their website. Perhaps make more promotions like buy one get second half price.  In this way it can attract more customers and even find more loyal clients. They should try and motivate the existing clients by giving them gifts or discounts. Another way of cutting down on waste material is by improving their inventory system.  The staff employed needs to be well trained and skilled to bring more profits and better performance of the company. Amana Ltd will be closing few of the stores which is a good decision as they need to concentrate on having more sales online. Making themselves know in the online business and finding customers globally and not in UK only. 
•	Instead of reducing the prices of their souvenirs, it would be recommended to Amana’s CEO to emphasize on their product’s quality and branding (Omar, Ishak and Jusoh, 2020). Through this they could be able to enhance the demand for their product along with not compromising on their product’s quality as well as the profit margins. It the selling price should not be lowered to keep up with the rising costs of materials and labour per unit. 
•	Further, for improving or reducing the cost associated with the raw materials, it could be better to switch the supplier by finding one who could offer the material needed to produce souvenirs at a lower cost. This would be helpful for the business in improving their profit margins along with reducing the cost of materials.
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Creating a website for the company will suggest you could possibly achieve these otherwise unapproachable consumers. The continuing fees are small, but the possible gain on financing could be very substantial. The company website is a way of marketing the industry and make better use of social media. Viral advertising is a rise in latest times. Once a website is created, you can maintain it up to date to be appropriate to the industry and promote additional tourists (and prospective trades). Selling on Amazon is for new businesses and for individuals who want to sell their things or to make extra income. Given the fact Amana Ltd knows the business and it has been around for more than 40 years with a successful business, all they need is to start selling on their website and not just using it for advertising. 
Post the pandemic, several businesses have started selling online and by doing so, they are able to capture a large market share due to be able to reach out at national as well as the global target audiences. Therefore, while going for conducting business activity of selling products online, the primary question arises is whether to sell through own website or go for selling directly on Amazon (Nikodijević, 2021). 
Convenience: It is considered as one of the major factor by the businesses while planning to go online selling. When businesses opt for selling products on Amazon, they are required to pay very low capital expenditure as compared to what is required to be paid for the development of own websites (Veselova, 2020). This is because of Amazon being a ready to use platform along with facilitating for businesses to access huge audience with a very less cost incurred for the ownership. In case of Amana’s business, it has been clearly seen that while going for online shopping they are required to pay huge expenses for the development as well as the maintenance of their own websites which is amounted to 235,000 whereas the alternative option of selling directly through Amazon requires for making payment just to the extent of Amazon fulfilment fees which is charged because of additional advantages that businesses got such as the use of prime tag, discounted rates of shipping, quick delivery and more storage space.
Cost and Ownership: Usually storage fees charged by the Amazon depends upon the time for which the products remained in the storage facilities along with the size and weight of the products. Further, while considering the cost associated with ownership, there are different angles associated with it which variates due to two business options i.e., Amazon way and own website way (Lepori and Montauti, 2020). In the above table, it has been determined that the total costs associated with setting up own website for selling online involves £235,000 while the cost associated with directly selling on Amazon is just £50,000 and accordingly, it can be said that there is a very low initial investment requirement while going for Amazon as against the option of selling through own website. However, businesses usually consider the advantage of ownership which is available with own website option whereas in case of Amazon, businesses can just rent out the platform but again there is a huge costs associated with the former option. Struggling for identity is one of the difficulty that is being faced by businesses while going for Amazon. However, this difficulty could be overcome through branding which Amazon offers while creation of individual brand identity is difficult because of cut through competition prevailing over the platform.








[bookmark: _Toc112346037]CONCLUSION
In conclusion, it can be said that there are no regulatory explanations about the best suitable managerial form of a financial entity, there is no predefined ideal planning and budgetary structure and there is no consistent form of operational control. But one thing is clear: financial entities can attain performing if they have a well-specified administrative form if performance requirements are established by all dedicated operate and last, but not least, if there is a satisfactory control outline and integrated by all supervise of that fiscal object. The budgeting process adds to enhancing the effectiveness of the company as it suggests prudent development action and offering a stream of valuable data for the managing of the entity. The involvement of executive and employees and the existence of an efficient accounting system is very important too. Performance reports in business are crucial since they tell you if you are doing well, looking at every part of the firm against each department. By constantly evaluating objectives and outcomes, a company can change or shift way. The monthly control reports are one of the vital tools for forecasting and making decisions about the future by identifying variances and recommending improvements of the business. We have also looked at the importance of having a website for a business specifically these days and especially having to witness the recent pandemic and lockdowns situations. Further, on evaluating the two business options available with Amana’ s CEO, the option of developing own website is found to be suitable on the ground of greater sales and profitability whereas on considering the costs associated with each options, the option of directly selling through Amazon is found to be feasible. 
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