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Budget is a tool that every company use to address their cost before starting any kind of operation. Preparing of budget helps an organisation to understand the amount of cost needed to finance the production process or system (Adilli, 2020). Therefore, if an organisation prepare budget then they understand the amount of cost to be needed for the production system. According to the requirement they can make their capital structure ready before starting the production. Budgeting is the process where some feasible amount of cost to be assumed as per the scale of operation. 
[bookmark: _Toc68812821]Part A
Calculation of original budget, flexible budget and variances
	
	per unit cost
	
	Actual figure (£)
	Per unit cost
	
	Budgeted figure (£)
	Variances (£)

	Unit of sales
	
	
	80000
	
	
	100000
	-20000

	selling piece per unit
	
	
	20
	
	
	25
	-5

	Amount t of total sales
	
	1600000
	
	
	2500000
	-900000

	Miscellaneous income
	5
	
	400000
	0
	
	0
	400000

	
	
	
	
	
	
	
	

	Materials
	3.5
	280000
	
	2.5
	250000
	
	30000

	Labour
	5.5
	440000
	
	4
	400000
	
	40000

	Overhead
	1.5
	120000
	
	1.5
	150000
	
	-30000

	cost of goods sold
	10.5
	
	840000
	8
	
	800000
	40000

	
	
	
	
	
	
	
	

	Gross profit
	 14.5
	 
	1160000
	 
	 17
	1700000
	-540000

	Fixed overhead
	
	
	
	
	
	
	

	Warehouse rent
	
	170000
	
	
	200000
	
	-30000

	Insurance
	
	100000
	
	
	100000
	
	0

	Supervisor's salary
	
	35000
	
	
	50000
	
	-15000

	Total fixed overhead
	
	
	305000
	
	
	350000
	-45000

	Net profit
	 
	 
	855000
	 
	 
	1350000
	-495000


Table 1: calculation of budgeting and variances
Source: Author
The above table is showing the budget of the company for the year 2020 and side by side it is showing the actual figures achieved by the company. Through the preparation of the budget, per unit cost of each components can be calculated very easily. The variance shows that the units of sales is unfavourable as the balance is lower than the budgeted figure. Multiplying the per unit sales to the quantity of sales get the total amount of sales (Weimer, 2018). Here is also the value is showing a negative figure. Therefore, it is also unfavourable. In the above table most of the figures are showing a negative value. It means all the values are unfavourable. , it can be concluded that the budgeted figures are insignificant to the actual value. Thus, the meaning of the preparation of the company’s budget is insignificant.   
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The table is showing the budget of Amana Ltd.  From the above table it can be seen that they have assumed a sale of 100000 for the year. However, the actual amount of sales for the company is 80000 units. It shows that their Assumption was near to the actual figure. Also, the units of sales assumed to be £25 whereas the actual amount of sales per unit became £20. Generally, a budget is prepared by checking the past scenario and cost (Güler, 2021). According to the past scenario of the company they have prepared a feasible value of their cost of sales per unit. However, after the accrual output and sales, they managed to reduce the cost than the budgeted figure. Thus, it shows the managerial efficiency of Amana Ltd.
Their cost of goods sold was expected to be 8 per unit, whereas the actual price per unit became 10.5. it means the figure crosses the budgeted figure. The components of cost of goods sold crosses beyond the budgeted figures. The main issue for this , is lack of concentration for the market research at the time of creating the budget. Here it is clearly visible that the costs are greater than the budgeted figure.
The Amana Ltd is a very well performer; the main proof of this is the Gross profit. At the budgeted section level where the quantity of sales was 100000, the profit percentage decreased very slowly at the actual sales of 80000 units. It reflects that the company’s financial and operating performance is overall good.
In the budgeted figure there all the fixed overheads are greater than the actual figure. It suggests that the company decreases their fixed overheads as much as they can (Bag, et al., 2018). It will contribute most in the revenue and also in the profitability.
 The Amana Ltd has the option to increase their scale of operation. According to the budgeted figure it can be seen that their budgeted or targeted production unit was 100000. However, they have just started production for 80000 units. There might be some special reason to decrease the level of production; it might be the cost effectiveness and proper utilisation of funds. They might have kept the budget for the research and development purpose or maybe they are using the fund for uncertain future conditions. After checking all the factors, it can be understood that their operating efficiency is so high and the cost management is working very well. It is the only reason they have managed to decrease their cost of operation.
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After a critical review of the company’s actual and budgeted figures, researchers have suggested some changes for the organisation and also some recommendations to increase their profitability and also the operating efficiency. 
After seeing the budgeted figure and the actual figure researchers recommended the company to increase their production. If the budgeted figure is showing that the production level has set to 100000, thus, they have the quality or the required amount of budget. If they will increase their sales, then the over cost of production will decrease automatically (Mansor, et al., 2018). Again, the researchers have recommended the company to do further research at the time of preparation of budget. They have to do proper market analysis. The above question is showing a negative value or unfavourable value. Thus, the budget preparation is not that proper; budget must show the inner image of the company’s future cost. According to that budget, the company starts production. If the budget cannot properly show the image of the future cost then the meaning of preparation of budget remains insignificant (Xue et al., 2020).
All the components of variable cost must be reviewed before the production. Variable costs are the main factor of the cost of production. If they can create a control system over the variable cost then they can control their per unit production cost. 
Fixed costs are called the overhead costs which are indirectly engaged with the production process. This type of cost is fixed and irrelevant to the production system. This will not change as per the level of production. If the company is producing or not, it will not impact such cost. Therefore, it is recommended to the company to use their fixed cost for the production process. If they increase their production then also the fixed cost will remain the same. Example of such cost is the rent of the production plant.   
Further they are recommended to do market research to understand the demand of their customer (Trinh and Chung, 2021). According to that they have to incorporate different services which will create value to their customer. Customer’s value addition is the only way to make a company profitable.
  After the post pandemic situation their revenue has breakdown. Thus, researchers have recommended finding them any other profitable business for certain times just to recover their current position. Otherwise if they want to continue with the same industry then they have to implement some innovative ideas that will not break the rules of social distancing and all types of health issues. For this purpose, they should include some online and web-based platform to provide their services. This is how they can maintain their revenue at the time of pandemic. Nor only at the time of a pandemic, they also use this for all other times when people need their services. They have to use the digital platform to reach their customer. They have to use the paid advertisement at the initial stage to make a clear recognition.   

Part B
As per the case study which is provided, Mr Amana has observed that there are several competitors in the e-commerce market in three regions which are the United Kingdom, the United States and Europe. Amana considered closing most of the offline store which he has and move it to 50% of the sales online. After the research, Amana noticed that various factors are to be considered at the time of decision making (Abdalla and Varol, 2019). In setting an online portal or website of his own, the cost for setting delivery network is £150,000, and there is the further cost which for upgradation of the current website to handle the sales volume and cost for that is £50,000. A full-time programmer in Information Technology is needed and the salary which is to be paid is £35,000 per year. As per the market research, it can be seen that there is guaranteed sales of more than 10,000 units on annual basis. On the other hand, in the case of the products, if they can be sold on Amazon, the factors and cost which are to be considered are discussed here. The fulfilment fees which have to be paid to Amazon are £50,000. There will be a high level of competition which has to be faced by Amana with the other sellers as they are on the same platform. In Amazon, there is guaranteed sales of more than 65,000 units on an annual basis. The sales figure may increase depending upon an increase in demand. One of the drawbacks is that the price cannot be controlled and there will be issues with the return policy.    
The regions which Amana is aiming to sell the product, it is one of the highly advanced environments that online businesses offers and have major prospects as there is long term growth in the sector of e-commerce (Ištvanić, Crnjac Milić and Krpić, 2017). The connectivity rates are much higher in the region and large portions of the population have access to the internet. Therefore, it is a major benefit to online retailers and it is much easy for consumers to buy what they want. Though in the e-commerce market anybody has the competition as the market is growing at a much higher rate. With a much digital wider economy, the operators of online services are increasing and it is beneficial for retailers like Amana to sell their products and to achieve the maximum number of sales possible. There are online trade association which help the traders in overcoming any challenges related to the services or any product (Birinci, Berezina, and Cobanoglu, 2018). Amana must analyse the market first so that he can able to achieve the expectations of the consumers. Consumers are getting connected through online media and with the help of advertisements anyone can easily promote their product through any platform. Amana already has the product ready; his only task is to get into the online services and sell it through an application or website. The cost for the initial setup is much more but it is much reliable and has lesser drawbacks.     
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If they want to carry their net journey through the online platform, they have to consider certain advantages and disadvantages for continuation
Main advantages they can avail by going online are:
Through the online platform they don't need any physical infrastructure (Golosova and Romanovs, 2018). Thus, the cost of operation will decrease as compared to the past scenario; the excess amount they can use for many other purposes.
In the online platform if they use the paid promotion activity then within a very short time they will be recognised by a huge portion of the country. This will attract their customer to choose their product and services. If Amana's services are fulfilling the requirements of their potential customer, then they will feel free to use their services.
They don’t have to spend much time identifying their products and services to their customers. This task will be done by the authorised party who is responsible to do so, they just have to give a brief description of their products and services. 
Disadvantages of using the online platform for their business are as follow:
In the online platform there are so many competitors available, who are operating their journey in the online platform for a long time;, they have a better knowledge. It will create pressure on Amana's business at the initial stage (Drahošová, and Balco, 2017). 
Also, people will not feel safe using the online service. For the business purpose, they have to use the payment gateway for their services. If people will not feel safe to use the payment gateway then it is also hard to get customers. 
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