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1. [bookmark: _Toc112666257]Monthly Control Report
Every business has to have a clear idea of what are the expected income levels as well with the expected costs associated with the sales. Moreover the business have costs that remain constant, no matter of the amount of sold items. In this connection, the budgets are very important for the management of the organization. They are essential in decision making process as enable the business owners and managers to collect valuable information and then take informed decisions (Atrill & McLaney, 2018). Examples of such decision making process are allocation of resources, investments in new technologies or hiring new employees.
It is important for the business to have effective budget control. It is how the business control its actual activities in relation to its budget. In order to have an accurate budgeting the budgetary control should be effectively made. Furthermore, the budgetary control is a process that involve functions like: Planning activities, monitor performance, compare with budgets and then analyse the variances. Every business should aim to have favorable variances, which means that the actual cost is less than the budgeted costs. In the end the action is taken based on the previous steps taken. 
Amana ltd is a family-owned business that is focused on selling souvenirs at touristic location across UK. Some of the locations includes London, Brighton, Birmingham and Manchester.
In the case of Amana Ltd the business must access its current performance in order to take further steps. In that direction the original and flexed budgets will provide a valuable detailed information of the business performance. Moreover the variances will enable the business to understand till what extend it could be flexible when it comes to costs.
It is important to be said that, high, but achievable budgets must be set in order to stimulate the managers and staff of the organization. Finally the managers should be involved in the budgeting process as such move will enhance their motivation and performance (Atrill & McLaney, 2018)

· Original Budget, Flexed Budget and Variances for Amana ltd. 

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	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
	600,000UF

	Fixed overheads:
	
	
	
	
	

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

	Insurance 
	100,000
	100,000
	100,000
	100,000
	0

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

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



2. [bookmark: _Toc112666258]Performance Report 2020th for Amana ltd.
a) From the extracted data and provided report is evident that the business is showing performance that is slightly below the expected levels shown in the original budget provided by the management of Amana ltd. According to the figures from the original and actual budget can be seen that currently the business is generating profit of £1,010,000 which is unfavorable with £555,000 compare to the expected £1,350,000.
b)  This smaller turnover is due to the fact that the sales are less (80,000) than the expected number of 100,000 units. Plus the actual selling price is £20 not £25 as it is expected according to the original budget. Another big factor is that the material and labor cost is higher than expected. As a result of these factors the contribution for the sold units is down to £760,000, not £1,700,000 shown in the original budget which is a problem for the business. This is unfavorable variances for contribution of £600,000. 
c) In this situation as a positive thing can be find in that the organization is saving on fixed cost due to the fact that is using smaller capacity of its warehouse, which lead to less rental cost (£170,000) as well with less cost related to the supervisor who is responsible for the warehouse activities. Therefore the Fixed cost of the business is favorable. However this is not enough to cover the loss from the reduced sales levels and increased cost for labour and materials.
d) If the organization manage to keep the fixed cost within the current levels, but at the same time reduce its variable cost and successfully increase the sales on the same or better price that will lead to reaching the desired levels of performance and profit. In that direction there are some relevant suggestions to the business.
3. [bookmark: _Toc112666259]Recommendation to Amana’s CEO for improvement
a) The main priority of Amana’s management should be to work on its variable cost that include: Materials and Labor. First of all the company should look for alternative manufacturers. The covid-19th had multiple implication over the supply chain and so now ordering from China could be associated with bigger transportation costs. In such case the business may look for alternative sources within Europe like Turkey for example. In case that there is not a good alternative in Europe the business still can look for another supplier in Asia or negotiate a better deal with the current one. 
b) Another reasonable step would be investing in better marketing team or external agency in order to boost the sales for the business. Nowadays the digital marketing can bring the great conversion rate when it comes to finances invested in order to reach potential customers. As a result, such investment may lead to reaching the desired levels of 100,000 units sold or even go above that figure.
c) Finally the business could add some more value to the products and increase the sales price up to the desired 25 pounds. This can happen by new and better looking packaging or better interior in the shop. 


[bookmark: _Toc112666260]Part B

1. [bookmark: _Toc112666261]Analysis of Amana’s decision to go online 
Nowadays moving business online seems as a good move due to a number of factors. Online business is associated with less cost involved due to less cost involved for offices, stores, salaries, electricity, insurances and other costs. The online business (also known as E-commerce) is allowing the buying and selling of goods to be much faster and effective. This business model also offer great base for growth without limits. 
Moreover, the covid-19 created a new business environment for the businesses. Some businesses like Amana ltd decide to shift online, but still keep some of its physical stores. Currently the business activities are split into 50% for each: Online and physical stores. 
The decision to close down some of its stores in Brighton, Birmingham and Manchester is a clever move since these stores require a great amount of effort and financial resource to cover rents, bills and salaries.  Online sales will allow the business to reach much more customers outside the areas of the stores. Furthermore the business could sell a lot of goods outside UK. 
However all the decisions cannot be made only because of the competitors decisions to move online but also it must be backed up with a certain cost concept for decision making such as Relevant Cost. Relevant cost is the actual cost that differ between different alternatives (Rhode and Garrison, 2019).
Below is the analysis of that decision based on the figures provided by the management of Amana ltd:

Cost related to moving the business 50% online:

Setting up Delivery network – £150,000
Upgrade of current website - £50,000
Full-time programmer - £35,000 per annum 
Estimated sales of at least 100,000 units annually 


Also in order to estimate the sales value we need to find what is the actual contribution for single unit: 
Currently the business has £760,000 (overall contribution).
The number of sold units is  80,000 
Therefore 760,000 / 80,000 = £9.5 per item
From the other side 100,000 sold units by contribution of £9.5 = £950,000 more each year.


	
	Currently
	Moving 50% online in 
	Differences

	Sales
	80,000 units
	100,000 units
	20,000 units

	Contribution
	£9.5
	£9.5
	0

	Profit before fixed cost
	£760,000
	£950,000
	£190,000

	Fixed Cost
	£305,000
	£340,000
	£35,000

	Profit per year
	£455,000
	£610,000
	£155,000

	5 years projection profit
	£2,275,000
	£3,050,000
	£775,000

	
	
	
	



	
	Currently
	Moving 50% online in 
	Differences

	Projected profit for next 5 years
	£2,275,000
	£3,050,000
	£775,000

	Setting up Delivery network
	
	-£150,000
	-150,000

	Website Upgrade
	
	-£50,000
	-£50,000

	Total 
	£2,275,000
	£2,850,000
	£575,000



From the tables above can be seen that the decision to move 50% of its business online will be very good for the business. After taking into consideration the information and apply it in 5 years plan we can see that the expected profit after all relevant cost added is £575,000.

When a business move online there are different sales channels and platforms other than using own website that are available to be utilized. As the case of Amana ltd the management could choose to sell through its own website or use platform like Amazon. Both channels have advantages and disadvantages and so it is up to the business to analyze the options and decide whether to use each of them or both in a same time.
Below the management of Amana can see more detailed analysis of each of these two options.   
2. [bookmark: _Toc112666262]Advices if they should set up their own online shop or sell in Amazon
The other option for the business is to start selling its products in Amazon. Amazon is a multinational online retailer that offer a great opportunity for the business. 

The work with Amazon has multiple advantages like increased opportunities to reach much wider audience and others(9 Major Advantages of Ecommerce to Businesses in 2022 | Seller Blog, 2022).
When it comes to sell in Amazon, few factors must be considered. These factors are financial but not only. In terms of financials they are as follows:

The fulfilment fee is £50,000
The business will generate minimum of 65,000 units sold in Amazon per year, however there is a possibility that figure to grow.
In this case we add up these 65,000 to the actual 80,000.
So the calculations will look like that:
65,000 + 80,000 = 145,000 units sold per year


	
	Moving 50% online in 
	Selling on Amazon
	Differences

	Sales
	100,000 units
	145,000 units
	

	Contribution
	£9.5
	9.5
	0

	Profit before fixed cost
	£950,000
	£1,377,500
	£427,500

	Fixed Cost
	£340,000
	£305,000
	£35,000

	Profit per year
	£610,000
	£1,072,500
	£462,500

	5 years projection profit
	£3,050,000
	£5,362,500
	£2,312,500

	
	
	
	



	
	Moving 50% online in
	Selling on Amazon 
	Differences

	Projected profit for next 5 years
	£3,050,000
	£5,362,500
	£2,312,500

	Setting up Delivery network
	-£150,000
	
	-150,000

	Website Upgrade
	-£50,000
	
	-£50,000

	Amazon fee
	
	-£50,000
	

	Total 
	£2,850,000
	£5,312,500
	£2,462,500




From the other side beyond the financial factors can be said that: Using Amazon as a platform could be a very profitable move for the business since the total profit for a period of the next 5 years could be £5,312,500 which is £2,462,500 more than the option to use the website of the business.
Amazon is very much the most established online retailer which gives an additional credibility to the business (Danziger, 2022). However, the biggest problem that this may bring for Amana’s business is that the business will not have control over prices, which can lead to less generated turnover even if the sales are going up. 
Moreover selling on Amazon can have a positive effect over the Marketing. For example customer can go to look for specific brands for souvenirs, but spot the Amana’s brand and make a purchase eventually. 
It must be said that Amazon’s selling require time before start getting a lot of attention and sales.
By taking into the consideration other factors like brand image I would suggest the Amana’s management and its CEO Mr. Amana to set up their own store and put efforts in that direction. Such move would cost more in the beginning for the business, but in a long term that would bring much more sales for Amana ltd. Moreover in this way the business will be able to control its prices without being dependent on other parties like Amazon.
In case that the business consider using the two of the channels I would suggest to invest in skillful and experienced staff in order to manage both processes in the best possible way.

In conclusion I would say that it is important to rely on budgets when it comes to planning in the organization. The different budgets are helping the business to set up realistic goals and then use the variances as a way to track performance.
In the case of Amana ltd. the budget control report has been used to identify the areas where improvement is needed at the moment. Thanks to the control report we can see that the business need to focus on its variable cost which seems to be higher than the expected. More specifically the labor cost and material cost are areas where the management should focus its efforts to reduce the cost by finding different solutions. From the other side the fixed cost of the business is favorable and so the management should keep it within the current levels.
Finally the business has made a right move to more online presence. Amazon looks like a great option for the business and so start selling on Amazon will be a also good move for Amana ltd.
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